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1961 Losses Rise For Reinsurers 


As Premium Volume Gains 5 To 10% 


By KENNETH O. FORCE 


Reinsurance premiums in 1961 in- 
creased 5 to 10%, according to reports 
from companies writing approximately 
$150 million of business. The grand 
total, however, may be a little higher 
if there is included the volume of new, 


accounts rather than take a little of 
many risks. 

The 1961 experience is spotty, but in 
general worse than it was a year ago. 
Automobile liability has improved for 
the larger reinsurers and when PHD 
is added may show a profit. However, 
for some insurers auto BI turned mark- 
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' or comparatively new, capacity. Most 


of the new capacity is represented by 
departments of insurers, and the rein- 
surance figures are blended with pri- 
mary business. 

In a comparatively short time sev- 
eral of the newcomers have developed 
a respectable volume of premiums. The 
appearance on the scene of a dozen or 
more of them has intensified competi- 
tion at the brokerage level. There has 
been some price cutting. However, 
those reinsurers that do not get busi- 


’ ness from brokers report no change in 


the competitive climate, though they 
say there is plenty of competition. 
pese reinsurers tend to write whole 


edly sour in the period August through 
October. 

Fire results for reinsurers are bad. 

Hurricane Carla and the Los Angeles 
residential fires will put homeowners 
in the red for the year. From the be- 
ginning of homeowners the tendency 
has been to write the reinsurance on 
an excess of loss basis, per occurence. 
Thus the fire losses in Los Angeles 
were added together by the insurers 
and much of the loss ended up with 
the reinsurers. 

However, almost everywhere across 
the country homeowners rates have 
been reduced and for some time there 
has been a steady increase in losses, 


both in size and frequency. Medical 
payments is one example. An insur- 
ance department not long ago received 
a complaint from insured whose HO 
was cancelled after four medical pay- 
ment claims had been made in less 
than one year, all four involving in- 
sured’s young son. Typical of the oc- 
currences—the youngster ran into a 
neighbor child with his bicycle and 
inflicted painful injuries. 

Many Big Fires 

In addition to Carla and Los Ange- 
les, reinsurers have been hit time after 
time this year by big fires. Losses 
have involved every type of building— 
schools, churches, factories, bowling 
alleys, and restaurants, especially res- 
taurants. However, a comparative new- 
comer to the rank of underwriting 
betes noir is the new shopping center. 
These have given reinsurance a real 
headache. Such risks have all the fea- 
tures that make supermarkets poor 
risks—huge open areas, a lot of values 
exposed, and not always the best 
housekeeping in the world. 

Contract bonds have improved but 
are still in the red. Reinsurers expect 
to lose real money on this account 

(CONTINUED ON PAGE 55) 





NAIA Steering Unit 


‘Reiterates Position 
On Current Issues 


The executive committee of Nation- 
al Assn. of Insurance Agents at its 


' meeting in New York reiterated its op- 


—— —— 
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position to franchise rating, no prior 
approval, machine vending of policies, 
and trading stamps with insurance. It 
also reiterated the NAIA position in 
favor of a national automobile club, 
a national customer referral program 
for members, Big I advertising, and 


' automated agency accounting. 


The committee predicted that more 
of the states that have withdrawn ap- 
proval of the franchise filing of Na- 
tional Bureau will take similar action. 
The committee is alerting state asso- 
ciations to appraise carefully all new 
filings made by National Bureau and 
other companies. It has been in- 
formed that additional independent fil- 

(CONTINUED ON PAGE 59) 





America Fore Loyalty group has re- 
signed from Inter-Regional Insurance 
Conference, effective Dec. 31. IRIC 
members recently voted to change the 
organization from an advisory body to 
a rating bureau. 


LYLE McKOWN, of the Wirt Wil- 
son & Co. general agency at Minneap- 
olis, died. Mr. McKown was a past 
president of National Assn. of Casual- 


' ty & Surety Agents. 


ARTHUR DINCE, 64, assistant chief 
purchasing agent of Royal-Globe, died 
in New York. 


Agents’ Recording 
Disturbs Executives 


The story is rapidly spreading across 
the country that the conference in New 
York in December between agents and 
company representatives was recorded 
without the knowledge—until after- 
ward—of the company people. Accord- 
ing to company executives, this oc- 
curred at a session to which the execu- 
tive committee of National Assn. of 
Insurance Agents had invited repre- 
sentatives of the National Bureau. The 
latter were accompanied by several 
company officials. The subject was the 
bureau’s franchise filing. 


Puzzling To Executives 


Executives are puzzled as to what 
use could have been made of such a 
tape or belt. But the officials the agents 
invited to the informal discussion are 
expressing the opinion that whatever 
the intent, the recording was not a ges- 
ture of hospitality. Company execu- 
tives who were there say it doesn’t 
matter that the discussion was proper 
and legal. They expressed disappoint- 
ment that having been invited to a con- 
ference, their conversation was record- 
ed without their knowledge. 

In recent times, many company and 
agency leaders have talked about the 
need for more effective conference be- 
tween companies and their producers. 
Company executives now believe that 
there is little chance of bringing this 
about. Some think there won’t be any 
more conferring at all for a while. 

One executive pointed out that the 
decision to record the session undoubt- 
edly was made by a very few persons 
and that most agents would not have 
approved what was done. 


Crum & Forster Has 
New Broad Excess 
Liability Coverage 


Crum & Forster group has made 
available a new comprehensive catas- 
trophe liability policy in all states ex- 
cept Louisiana. The coverage is excess 
over any primary liability insurance 
until the latter limits are exhausted. 
If a loss is covered under the broad- 
ened provisions of the CCL but not 
under the primary insurance, the CCL 
steps in to fill the gap, subject to a 

(CONTINUED ON PAGE 59) 


John S. Bickley Is 
Named President Of 
Insurance Teachers 


American Risk & Insurance 
Assn. Meets In New York, 
Committee Reports Given 


NEW YORK—John S. Bickley, pro- 
fessor of insurance of the University 
of Texas, has been elected president 
of American Risk & Insurance Assn. 
(formerly American Assn. of Universi- 
ty Teachers of Insurance). Announce- 
ment of the election, which was car- 
ried out by mail ballot, was made at 
the executive committee meeting the 
first day of the annual meeting of 
ARIA at the Biltmore Hotel here in 
New York. 

Elected Ist vice-president, an officer 
who normally succeeds to the presi- 
dency the following year, was Ken- 
neth W. Herrick, Texas Christian Uni- 
versity. Kenneth Black Jr., Georgia 
State College of Business Administra- 
tion and editor of the Journal of CLU, 
was elected 2nd vice-president and 
Joseph F. Trosper, Southern Methodist 
University, was reelected secretary- 
treasurer. 


Executive Committee Election 


Named to the executive committee 
were John D. Long, Indiana Universi- 
ty, and Robert A. Rennie, vice-presi- 
dent of research for Nationwide com- 
panies. Mr. Long represents the active 
membership of the association, made 
up of those in the field of teaching 
college credit courses, while Mr. Ren- 
nie represents the associate member- 
ship, consisting of those in allied edu- 
cational and research lines but not ac- 
tively teaching college credit courses. 

Mr. Bickley, who has been a member 
of the ARIA executive committee 
since 1956, is author of several mono- 
graphs and articles, has edited the 
association’s Journal of Insurance and 

(CONTINUED ON PAGE 57) 








Roland H. Lange, 
vice-president and 
assistant to the 
president of Hart- 
ford Fire (second 
from right), re- 
ceives a _ bronze 
plaque in recogni- 
tion of his two 
years of service as 
the first president 
of Insurance Infor- 
mation Institute. 
In the ceremony 
at IIPs annual 
meeting in New 
York, the presen- 
tation is being 
made by Paul B. 
Culien, director of 


public relations of Aetna Life group, who was named president to succeed Mr. 
Lange. At left is H. Clay Johnson, executive vice-president Royal-Globe, who 
was named III vice-president, and at right is W.L. Nolen, retiring U.S. man- 
ager of Commercial Union-North British, who has been a director of III and 


chairman of its finance committee. 
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Perlet Reviews, Defends Homeowners; 
Outlines Multi-Peril Program Values 


The increase in multiple line pre- 
miums is due more to the development 
of new business than to switching, 
Harry F. Perlet, manager of the multi- 
peril department of Inter-Regional 
Insurance Conference, asserted in a 
talk at the joint meeting of District of 
Columbia Assn. of Insurance Agents 
and District of Columbia Managers 
Assn. 


$690 Million In 1952 


In 1952, when the first significant 
volume of homeowners was written, 
straight fire and extended coverage 
premiums for dwellings amounted to 
$690 million, compared with home- 
owners premiums of less than $200,000, 
Mr. Perlet said. However, in 1960, fire 
and EC premiums for dwellings were 
$670 million and homeowners pre- 
miums were $770,057,000. 

Mr. Perlet pointed out that the sharp 
rise in homeowners premiums is not 
wholly a net increase, due to liability 
and theft premiums included in the 
total. Part of the rise also reflects in- 
flation and the expanding dwelling 
market. But, excluding the various 
automobile coverages, and workmen’s 
compensation, homeowners is the third 
largest line in the business, being ex- 


ceeded only by straight fire and by 
general liability. 

Commercial multi-peril coverage has 
also increased considerably, Mr. Perlet 
said. The volume in 1960 was $55,770,- 
000, a 300% increase over the $17,700,- 
000 in 1956. The basic concepts for 
multiple line programs have now been 
pretty well established, Mr. Perlet said. 

He reported sweeping popularity of 
the 1959 homeowners program, which 
replaced the old homeowners and 
comprehensive dwelling policy. In 1960 
more premiums were written under 
the new homeowners program than 
were written under the old one from 
its inception, Mr. Perlet said. In many 
states, the premium volume was more 
than doubled in 1960 over 1959. 

Mr. Perlet then turned to the rate 
level aspect of the 1959 homeowners 
program. He believes that two basic 
principles must be recognized. First, 
bureau companies, which employ the 
largest available body of credible sta- 
tistics, are just as interested as the 
independent companies in competing 
for homeowners. They are also de- 
termined to retain their fair propor- 
tion of the market. In order to do this, 
it is their belief that it is not practical 

(CONTINUED ON PAGE 17) 





Fire Investigation 
Assn. Elects Officers 


National Assn. of Fire Investigators, 
with headquarters at Chicago, held its 
first membership meeting during a fire 
investigation and subrogation seminar 
conducted by University of Miami at 
Miami Beach. The first slate of officers 
and directors was installed. 

John A. Kennedy, chief special agent 
of the fire investigation firm bearing 
his name at Chicago, was named presi- 
dent. Other officers elected are Robert 
F. Crouse, fire marshal of Alaska, 1st 
vice-president; Lawrence C. Crockett, 
manager fire and multiple lines Utica 
Mutual, 2nd vice-president; Edmund 
W. Sinnott, of the Chicago law firm of 
Pope, Ballard, Uriell, Kennedy, Shep- 
ard & Fowle, treasurer; Daniel Stein- 
hoff, dean evening division University 
of Miami, secretary, and Capt. James 
E. Kehoe, officer in charge Chicago 
fire department arson squad, execu- 
tive secretary. 


Directors Listed 


Elected directors are Bruce H. Smith, 
executive secretary National Assn. of 
Independent Insurance Adjusters; 
Robert J. Quinn, Chicago fire commis- 
sioner; Shelby Gallien, director Purdue 
University Public Safety Institute; W. 
G. Coppock, adjuster L. G. Shaw & Co., 
Chicago adjusters; Chilton Bryan, of 
the Houston, Tex., law firm of Bryan 
& Patton; John M. Kneafsey, security 
director Spiegel mail order house, Chi- 
cago; W. A. Olsen, manager Cook Coun- 
ty Loss Adjustment Bureau, Chicago. 

Also, William Cowhey, Illinois state 
fire marshal, Chicago; Elmer C. Don- 
nelly, Chicago manager of Northern 
Ins. of New York; Cletus J. Miller, as- 
sistant vice-president Pacific Ins., Hon- 
olulu; Bernard Sweeney, assistant fire 
marshal of Indiana, Indianapolis, and 
Howard Stein, fire loss manager Glens 
Falls. 

Purpose of the new non-profit or- 
ganization is to assist its members in 
furthering and improving the skills and 
professional standards of those en- 
gaged in fire investigation and related 
fields. NAFI will serve as a national 
clearing house to disseminate technical 


III In School Liaison 
With Nicks Unit Head 


Insurance Information Institute is 
establishing a division of school and 
college relations. Earl G. Nicks is join- 
ing III as director of education and 
will supervise the new unit. Mr. Nicks 
has been chairman of the business ad- 
ministration department of Monmouth 
College, West Long Branch, N. J. 

The new division will have respon- 
sibility for the development of teach- 
ing aids and materials about property 
and casualty insurance for the use of 
educators in the secondary schools and 
in colleges and universities. These will 
give the new generations of insurance 





information, keep records, watch and 
report on legislation and propose legis- 
lation to foster better cooperation, im- 
prove and amend codes and provide a 
means of training and education, and 
exchanging experience and ideas. 

The association becomes active Jan. 
1. Membership is already nationwide 
and also includes members from Can- 
ada, Mexico, New Zealand and Ger- 
many. 





Commercial Union 


Group Adds Two To 
Handle Surety Unit 


Commercial Union-North British has 
appointed Horace A. Stevens secretary 
in charge of the 
bond department 
country-wide, and 
has elected him 
vice-president of 
the domestic affil- 
iates writing sure- 
ty business. 

John G. Thomp- 
son recently was 
named assistant 
secretary in charge 
of contract bonds, 
in association with 
Mr. Stevens. 

Mr. Stevens joined National Surety 
in 1941 and occupied several mana- 
gerial positions. He was manager for 
Connecticut and later for Michigan. 
In 1955 he went with Fidelity & De- 
posit in similar posts, including be- 
ing manager for New Jersey. From 
1959 through 1961 he has been secre- 
tary in charge of fidelity, surety and 
burglary world-wide for American 
Foreign Insurance Assn. 

Mr. Thompson went with National 
Surety in 1941 as head office contract 
bond underwriter. From 1952 to 1955 
he was manager of the eastern con- 
tract bond department. He then joined 
Seaboard Surety and was head office 
contract bond underwriter until 1958. 
From 1958 to 1961 he was supervisor 
of the eastern contract bond depart- 
ment for that company. 





Horace A. Stevens 





buyers a better understanding of the 
principles of insurance. 

Other materials will be designed to 
attract students to careers in insur- 
ance. 

Paul B. Cullen, Aetna Casualty, new 
president of III, revealed that other 
long range plans include an educa- 
tional motion picture program, 
strengthening of the state speakers’ 
bureaus and special materials to in- 
form communicators and opinion lead- 
ers about the insurance business. 

Mr. Nicks, the new division head, 
has been at Monmouth College since 
1959. Before that he was director of the 
educational services division of Under- 
wood Corp. From 1949 to 1955 he was 
chairman of the departments of busi- 
ness education and secretarial science 
at the University of Denver, following 
experience as dean of Packard School 
of Business in New York. 





Some of the newly elected officers and directors of National Assn. of Fire 
Investigators attending open house of John A. Kennedy & Associates, fire in- 
vestigators, Chicago. From left: Elmer C. Donnelly, Chicago manager Northern 
Ins. of New York, a director of the association; Capt. James E. Kehoe, officer 
in charge Chicago fire department arson squad, executive secretary; John A. 
Kennedy, chief special agent of the firm bearing his name, president of the as- 
sociation; Prof. Shelby Gallien, director Purdue University Public Safety In- 
stitute, a director, and W.G. Coppock, adjuster L. J. Shaw & Co., Chicago adjus- 
ters, a director. The open house marked the appearance of Mr. Kennedy’s latest 


book, “Fire and Arson Investigation.” 
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Born, WUA Leader, 
Ends Long Career 


Edward H. Born, manager of West- 
ern Underwriters Assn. from 1947 un- 
til it was absorbed by Inter-Regiona] 
Insurance Conference in 1959, is retir- 
ing from insurance Dec. 31. Since WUA 
was absorbed by Inter-Regional Insur- 
ance Conference in 1959, Mr. Born has 
been on the staff of Western Actuarial 
Bureau. 

Mr. Born’s departure from the mid- 
west insurance scene marks the end 
of an era, that of the powerful and 
closely knit company trade organiza- 
tion having as its purpose an internal 
policing of the business. 

Starting with Hartford Fire at the 
time of the first world war, Mr. Born 
was with American Eagle and the Hen- 
ry Clay Fire, as well as serving in 
the armed forces. His career with 
WUA began in 1921. He advanced to 
assistant manager in 1937, taking on 
additional duties of secretary of Farm 
Underwriters Assn., secretary of West- 
ern Conference of Special Risk Un- 
derwriters, and secretary of Hail In- 
surance Adjustment & Research Assn. 
When the late Charles F. Thomas re- 
tired in 1947, Mr. Born succeeded him 
as manager of WUA, acting as pilot 
as the organization was obliged to 
make alterations in its functions to 
comply with changes brought about by 
the SEUA decision. 


Fla. Takes Action | 
Against Insurer | 


Commissioner Larson of Florida has 
revoked the license of Pum Annactoaill 
Surety of West Palm Beach. Mr. Larson’ 
charges that the company: 

—Impaired its capital by putting up 
collateral for a $200,000 loan to Wil-} 
mark agency of Cincinnati, a Mark! 
Kroll enterprise. 

—Showed a loss in receivables. 

—Failed to set up adequate reserves 
on its mortgage insurance business. | 

Investigators for the Florida Securi-' 
ties Commission charged the company 
wrote more than $4 million of coverage 
on mortgages on vacant lots in the 
Apollo Beach subdivision of Tallahas- 
see, although the law states such in- 
surance may be written on dwelling! 
mortgages only. 

At the same time, the securities com- 
mission charged in a receivership suit 
against American Bonded Mortgage Co. 
that its “insured investment program” 
was a fraud. It is alleged, among other! 
things, that American Bonded Mortgage 
concealed from investors that their 
funds were being used to loan $500,000 
to insurance companies owned by 
Mark Kroll. 

Pan-American Surety insured $7.6 
million worth of mortgages sold to the’ 
public by American Bonded Mortgage. 
The latter is accused of taking the 
money for the ostensible purpose of 
buying mortgages but using it instead 
to pay interest to other investors. 
American Bonded Mortgage advertised 
that it was insured by Pan-American 
Surety. It is charged that the two com- 
panies had a duplication of assets. 

The president of Pan-American 
Surety is Mark Kroll. 


Roy J. Rogers has been appointed 
supervisor of adjusters for Olympic- 
National group. Mr. Rogers, formerly 
with Baltimore Transit Co. and Mary- 
land Indemnity Fire Exchange, has 
been a claims investigator and adjuster 
for 17 years. 
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Nicholls Advanced 
To V-P Of Buffalo 


Buffalo has named Ivor D. Nicholls 
vice-president to succeed Joseph G. 
Hasselbrack, who has retired. 

Mr. Nicholls, who is advanced from 
assistant casualty manager, joined Buf- 
falo in 1955 after prior experience 
with American Surety as casualty un- 
derwriter and supervising underwriter 
in the home office. He is a past presi- 
dent of Buffalo chapter of CPCU. 

Mr. Hasselbrack had been with 


A special 
service for 
brokers... 
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Buffalo since 1955 when it entered the 
casualty business. He plans to reside 
on Cape Cod. 


Utah Pond Welcomes Six Members 

Utah pond of Blue Goose welcomed 
six new members at its December 
meeting in Salt Lake City. The ritual 
team was led by Past MLG Abraham 
Bywater, Utah Fire Rating Bureau, 
with Carl Livesy, Security of Connect- 
icut, as coach. Frank Salisbury, Kolob 
Corp., was acting chaplain. More than 
50 members attended the dinner meet- 
ing with Scott Wetzel, MLG, presiding. 








according to order. 
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TAILOR-MADE DIAGRAMS BY MAIL! 


Brokerage firms which “engineer” industrial and mercantile risks are 
finding Sanborn’s Diagram Drafting and Publishing Service “custom- 
made” to their needs—in more ways than one. 


For numerous brokers as well as various bureaus and associations, San- 
born takes rough field sketches and converts them into attractive dia- 
grams at whatever scale is desired. Multiple copies are then printed 


Location does not matter. Sanborn knowledge and facilities, combined 
with Uncle Sam's fastest postal service, produce quality and economy. 
For details, write us at Pelham or the office nearest you. 


SANBORN MAP COMPANY, INC. 






















Head Office: 629 Fifth Avenue, Pelham, .N. Y. 

_ New York: 85 John St. * Chicago: 220 S. State St. 

Atlanta: Hurt Bldg. * San Fraricisco: 530 Washington St. 
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H. M. HAMILTON & CO., INC. 


offices 


ATLANTA 
1401 Peachtree Street N.E. 
Phone TR 5-4247 
H. M. Hamilton, Jr. 


3906 Lemmon Ave. 
Phone LA 6-7539 
Erie C. Patrick 


DALLAS NEW YORK 
120 Wall Street 

Phone WH 4-4873 
J. D. Aldinger 





C.&R. Makes Three 
Crop-Hail Changes 


Corroon & Reynolds group has 
named Roy E. Jeffries southwest hail 
manager with 
headquarters in 
the regional of- 
fice in Fort Worth. 
The group has ap- 
pointed Bernard 
Powell regional 
manager of the 
Illinois - Indiana 
crop-hail depart- 
ment at Spring- 
field, Ill., to suc- 
ceed Mr. Jeffries. 
Hobart D. Blair 
becomes special 
agent in the Illinois-Indiana crop-hail 
division and will cover eastern Illinois 
and Indiana out of Springfield. 

Mr. Jeffries joined Corroon & Rey- 
nolds as a crop-hail adjuster in 1948 





Roy E. Jeffries 





Bernard Powell H. D. Blair 


and was placed in charge at Spring- 
field in 1954. He became regional man- 
ager in 1958. 

Mr. Powell joined the company in 
1959 as special agent in northern IIli- 
nois and Indiana. Previously he had 
operated a local agency at Lewistown, 
Ill., and had worked as a crop-hail 
adjuster during the season. 

Mr. Blair has been a crop-hail ad- 
juster for the group since 1955. He also 
operated a farm south of Virden, Il. 


Public Mutual Fire Appoints 

Jack Newland has been appointed 
head of the claim department of Public 
Mutual Fire, Chicago imsurer special- 
izing in auto physical damage and sub- 
standard fire. He has been in the in- 
surance husiness 15 years. 


Samdahl Promoted 


Carl D. Samdahl has been appointed 
A&H manager of American Casualty 
at Seattle. He will supervise A&H in 
Washington and part of Idaho. He en- 
tered the A&H field in Minnesota and 
has worked in the Seattle area in the 
past two years as a special agent and 
A&H department supervisor. 


Badger Mutual To Quit 2 States 

Badger Mutual is suspending opera- 
tions in Oregon and Washington. Ef- 
fective Jan. 1, no new business will 
be aceepted. As of Feb. 1 no auto re- 
newals will be issued, and no fire re- 
newals will be written after March 1. 
Offices in Portland will remain open 
until midsummer of 1962 to service 
runoff business. 


Inspect North Vernon, Ind. 

Twenty-seven members of Indiana 
Fire Prevention Assn. participated in 
the town inspection of North Vernon. 
The field men made 151 inspections 
and found 88% of the risks defective. 
Robert F. Hamm, publicity director 
Indiana Rating Bureau, spoke at the 
lunch. 
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Aetna Fire Has New 
Underwriting Unit 


Aetna Fire has established a con- 
solidated fire and allied lines under- 
writing department for the home of- 
fice territory. H. Cletus Tate, secre- 
tary, will be in charge and will be 
assisted by Arthur M. Ives, manager, 

Named assistant managers in the 
new unit are William L. Gills Jr. and 
Richard R. McKinney. William F. 
Gaffney, Newton E. Tyroll and Frank 
S. Burnham have been advanced to 
supervisors. 


Michigan Judge Urges 


Compulsory Auto Cover 


FLINT—Judge Stephen J. Roth of 
Genesee County circuit court, Mich., 
urged adoption of compulsory auto in- 
surance in Michigan in connection 
with sentencing a motorist to prison 
in connection with his part in a per- 
sonal injury accident. Judge Roth sent 
Walter Tutson of Jackson to prison for 
a one-to-two-year term for felonious 
driving, following his conviction by a 
jury. The court recommended that his 
driver’s license never be reinstated. 
Tutson was found responsible for an 
accident in which two young persons 
were seriously hurt. 

Judge Roth cited Tutson’s bad driv- 
ing record, including a license suspen- 
sion from 1956 to 1959. He was re- 
ported arrested for drunken driving, 
reckless driving and twice for lack of 
a valid license. He had no insurance 
coverage at the time of the latest ac- 
cident and the court noted that he 
probably would never contribute to- 
ward indemnification of his victims. 
The case, the court stated, “points up 
most clearly the gross injustice of the 
state (in failure to) require insurance | 
coverage on all motor vehicles.” 

He suggested as an alternative aj} 
state fund “to provide for at least! 
minimal compensation for those mai-, 
med and crippled as a result of high-| 
way traffic.” 


| 


Indianapolis Surety Assn. 
Elects Officers For 1962 


Surety Assn. of Indianapolis at the | 
annual meeting elected Eugene Bush 
of Fidelity & Casualty president. Other 
officers named to serve for 1962 are 
John Mahan, Standard Accident, vice- 
president; Sterling D. Gossett, Hart- 
ford Fire, secretary, and Lynn Daniel, 
Aetna Casualty, treasurer. 

Allen T. Lambert, president of the 
Toronto-Dominion Bank, Toronto, has 
been elected a director of Dominion 
Ins. Corp. there. Dominion recently 
was acquired by Firemen’s of America 
Fore Loyalty group. 
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Before they got around to insurance policies, ancient Mexicans sought security from deities like 


Xochipilli, Aztec God of Spring and Vegetation. 


—courtesy University of Pennsylvania Museum 


LA AZTECA SAYS-iVIVA INA! 


or, Why Sr. Alonso keeps his reinsurance in the neighborhood 


If it’s in Mexico and insurable, chances are good 
that La Azteca insures it. Since 1950, this general 
company’s volume has increased 500 per cent. 

Naturally, La Azteca’s general manager looks 
first to Mexican sources for reinsurance. But 
should local facilities be unavailable? We give 
you Sr. Alonso. via his annual report: 

“It is our inescapable duty to refer to rein- 
surance... but in a very specific manner to the 


INSURANCE BY NORTH AMERICA 


Life Insurance Company of North America 


Treaty:Reinsurance Department. Branches—The Hague for Europe; Hong 
Kong for Far East; Sydney for Australasia; Johannesburg for South Africa. 


Insurance Company of North America 


Insurance Company of North America. This col- 
laboration, efficient and permanent, was without a 
doubt a significant factor that was reflected in our 
business developments as well as in our net results.” 

The collaboration Sr. Alonso so graciously 
cites is more than 25 years old. With INA’s ex- 
perience handy in most neighborhoods ( including 
yours) why should La Azteca look elsewhere for 
reinsurance? For that matter, why should you? 
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What Research Does For Insurer; 


Small Ones Can Afford Program 


Insurance companies, which have not 
relied a great deal on research in the 
past except for some product develop- 
ment by actuarial departments that was 
mostly concerned with pricing new and 
existing coverages, now is giving re- 
search much more emphasis, Darrel E. 
Roach, director of research services of 
Nationwide Mutual, told the Mutual 


Insurance Technical Conference at its 
meeting in Chicago. 

Social and economic changes plus 
increasing competition among insurers 
make wrong decisions much more 
costly than they used to be. Such 
things as maintaining a large price 
advantage, riding the crest of com- 
pulsory insurance, and the like, are 


things of the past, he said. 

The business is becoming more and 
more competitive and this trend will 
continue in the future. Increasing 
shares of the market will go to the 
innovators. The companies that can 
design better products geared to the 
needs of the public and priced reason- 
ably will be the leaders of the future. 
In this kind of competition and progress 
the cost of research is minor when 
compared to the cost of poor market- 
ing decisions. 

Though Mr. Roach, who is a Ph. D., 
discussed research by the business 















Whether you have data- 
processing equipment or not, 
here is a Data-in-Depth 
Service that gives insurance 
management new peace of 
mind in business operations. 


Here’s what we mean: 
A preferred-risk firm with 1,500 
active agents recently called on S 
handle the “‘paperwork”’. Jobs 





As a bonus of STATISTICAL service, other reports that would 
be far too expensive and time-consuming to obtain clerically are 
. helping this firm to be far more 


now immediately available . . 
competitive. 


Dozens of casualty and multi-line insurance firms rely on 
STATISTICAL for the confidential handling of the ‘“‘hundred- 
and-one”’ different reports necessary for successful management. 
Thanks to STATISTICAL Data-in-Depth Service, reports like 
these can be at your finger tips in hours instead of days: 


* Experience Reports 

* Re-insurance Bordereau 
* Reserve Registers 

* Premium Notices 

* Agents Statements 

* Loss Ratios 


¥ 
O 
a 


VATISTICAL to 
at had previously 
required more than 2,600 man-hours (and a month's 
processing) are now processed by STATISTICAL in less than 4 
days—at a lower total cost, with valuable time saved in the bargain. 


* Unearned Computations 

* Paid Loss Coverage Reports 
* Policy Registers 

* Expiration Notices 

* Premium in Force Reports 





OFFICES IN PRINCIPAL CITIES — COAST TO COAST 


* Information on New Insurance Plans and Markets 


Why not find out how this service can solve problems, make 
your Operations even more profitable, and relieve worrisome 


pressures as well. Write, wire or phone today . . 


. and relax. 


SY 


-o— THE STATISTICAL MARK OF EXCELLENCE 


| 


Give Us Your 
DATA-PROCESSING 
' ‘? ee 


TABULATING CORPORATION 


NATIONAL HEADQUARTERS 


104 South Michigan Avenue-Chicago 3, Illinois 





stc Established 1933 
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generally, he suggested several practi-: 
cal ways in which the small company 
can successfully achieve the benefits 
of research. He also described the 
research which led Nationwide Mutual 
to stay away from motels. 

Perhaps one of the more important 
stimulants to the increased interest in 
research is the electronic computer, 
he observed. Today, vast amounts of’ 
information can be assembled and 
synthesized rapidly. This gives man- 
agement a look at current conditions 
before the information is outmoded. 
Many large scale analyses which in 
prior years would not even be attemp- 
ted, and, if completed, would be out of 
date, are being done routinely. 


Lends Self To Research 


Insurance lends itself quite readily 
to research. There is probably no other 
business in the world which collects 
as much statistical data as the insur- 
ance business. In almost any company 
there are reams of data lying around 
waiting for some clever person to ask 
the right questions. Many techniques 
from other sciences such as econom-, 
ics and psychometrics can be applied 
to insurance data. The results can be 
very rewarding to the company and the 
industry. 

Researchers and computers will not 
replace executives, he noted. Someone 
must synthesize the research data and 
render a decision. The chief function 
of research is to reduce the probability 
of poor decisions. 


Marketing Plans 


Decisions on marketing plans espe- 
cially are buttressed by research. When, 
questions arise as to whether to enter 
or promote a particular field of insur- 
ance, the market research staff deve- 
lops information as to the potential of 
the market, what resources in terms 
of money and manpower are needed 
to go after it, and what gains can be 
expected. With this information, the 
executive can render his decision) 
with confidence. 

The small insurer envies its large! 
competitor with a market research 

(CONTINUED ON PAGE 14) 


N.C. Deviation 


American Surety and Pacific Na- 
tional Fire have asked Commissioner 
Charles F. Gold of North Carolina to} 
approve their emergency service en- 
dorsement in the auto PHD policy. 
North Carolina Fire Insurance Rating! 
Bureau had refused to approve the 
endorsement. The bureau took the 
position that it would not approve 
the endorsement as a general filing 
because no other companies were 
interested, but said it would not op- 
pose the matter before the commis- 
sioner, who called a hearing for Jan. 18. 

The proposed endorsement would 
pay for towing and emergency repairs 
up to $25 at a premium of $10 annu- 
ally. The companies stated in the 
filing that the change is intended to 
be competitive with coverage offered 
by automobile clubs. 
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More than a quarter century of con- 
stant progress and growth through 
unexcelled personalized service to 
insurance companies. 


FIRE « WINDSTORM 
HAIL * AUTOMOBILE 
CASUALTY * BONDS 
MARINGe LIFE 
ACCIDENT AND HEALTH 


A. E. STRUDWICK Co. 


MINNEAPOLIS OFFICE 
A. BE, STRUDWICK W. H. KERN J. A. BIRKLAND 
R. F. O'CONNOR J. L. KING M. D. MELBOSTAD 
F. KRISTIANSSON 
810 Baker Building, Minneapolis 2, Minnesota 


CHICAGO OFFICE 
H. A. GOETZ J. L. SCHELLIB 
208 South LaSalle Street, Chicago 4, Illinois 





LIFE IS SERVICE... THE ONE WHO PROGRESSES IS THE ONE WHO GIVES 
HIS FELLOW BEINGS A LITTLE MORE — A LITTLE BETTER — SERVICE. 
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PRIMARY COVERAGES IN ILLINOIS 


WORKMEN'S COMPENSATION 
AUTOMOBILES & TRUCKS 
OLT—MFRS. & CONTRACTORS 
COMPREHENSIVE GEN’L. LIAB. 
COMPREHENSIVE PERSONAL LIAB. 
PRODUCTS LIABILITY 


% Special Retros on Large W.C.-Liab.-Fleets, Etc. 


EXCESS LIABILITY 


All. 3rd Party Liability Including Excess 
Above Assigned Risk Auto Limits to 
100,000 /300,000 /100,000. 





GARAGE & DEALERS LIAB. 
LIQUOR LIABILITY 
MALPRACTICE LIABILITY 
BEAUTY SHOP LIABILITY 
BURGLARY 

PLATE GLASS-50/50 


By JOHN N. COSGROVE 


Arguments pro and con on the me- 
rits of package policies have assumed 
familiar patterns. These well known 
views recur in discussions on the apart- 
ment house form. Proponents cite the 
economies to be realized by wrapping 
up the coverages, convenience to cus- 
tomers and companies, the facility with 
which entire accounts are sold, and the 
absolute necessity of having a package 
for competitive purposes. Opponents, 
for the most part, confine their objec- 
tions to one point: The improbability 
of a profit when coverages including 
. demonstrably dangerous classes are 
grouped at a discount. 

What makes some of these argu- 


SURPLUS LINES 


OUTSIDE ILLINOIS — Through Licensed 
Surplus Lines Agents in Those States 
And Territories Which Permit Non- 
Admitted Carriers To Write Liability 
Coverages. 











NOW WRITING FIRE AND INLAND MARINE 
AT BOARD RATES IN ILLINOIS « « « e 
AND SURPLUS FIRE AND INLAND MARINE 
IN OTHER STATES AS A NON-ADMITTED CARRIER 
e e e e LARGE SINGLE RISK CAPACITY « « « e 


ments fruitless is that in many cases 
packages have not been sufficiently 
tested to establish a case in their favor 
or against them. Perhaps that is the 
reason why opinions have been more 
numerous than facts in arguments and 
discussions thus far. 

However, opinions held by sincere 
theorists today often become the knowl- 


















FIDELITY GENERAL 


RAndolph 6-4060 





HOSPITALS 

SANITARIUMS 

NURSING HOMES 

PHYSICIANS & SURGEONS 
BEAUTY SHOPS fi fy 


WM. K. O'CONNOR & CO. 


Chicago 4, Ill. ° 


53 West Jackson Bivd. . 





A STOCK COMPANY 





edge of tomorrow. For this reason, well 
motivated speculation on the packages 
does not fall entirely into the category 
of time wasting. Moreover, while not 
too much may be known about the 
performance of packages as a whole, 
a good deal is known about the indi- 
vidual performance of the component 
lines in the past. Proceeding on the old 
dictum that the whole is no greater 
than the sum of its parts, one can ar- 
rive at some interesting speculations 
on some of the newer packages. 


Already Selective 


Looking ahead and attempting to 
measure probable package perform- 
ance is or should be fascinating to un- 
derwriters, for this activity is nothing 
more than what they are being paid to 
do, although some suspect that they 
have been bypassed by competitive 
pressures and that packages will be 
pushed to the hilt by “marketing” en- 
thusiasts, even though some _ under- 
writers expect the worst. 

The apartment house form is espe- 
cially interesting to those who are at- 
tempting to foresee developments. One 
of the charges against packages in the 
past has been that they lead to super- 
selectivity. Companies compete for the 
desirable business, and other risks are 
left out because they do not qualify. 
The latter risks gradually build up an 







INSURANCE COMPANY 


222 West Adams Street 
Chicago 6, Illinois 


There’s no black magic about 
malpractice liability coverage. As 
specialists in this technical field, 

we offer complete service, com- 

petitive rates, excess liability limits, 


immediate quotations. Make 
malpractice coverage a part 
of your program for every 
institution and doctor 

. no matter “witch”. 


Underwritten by American 
Stock Casualty Companies 





HArrison 7-1721 
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Apartment Form Presents Further 
Speculation On Package Prospects 


experience which begins to demand 
higher rates, while the package rate. 
goes down. Dwellings outside of home- 
owners are an example in some geo- 
graphic areas. Rates on some compo- 
nents of PIP have also zoomed. 

With regard to apartment houses, 
the stock company proponents of the 
package are confronted at the very 
outset with a highly selective situa-| 
tion, at least in some sections of the 
country. In the metropolitan east, for 
example, certain mutuals have enjoyed 
great success in attracting desirable 
apartment risks. One mutual in partic-. 
ular has built up an enviable book of 
apartment fire and allied lines busi- 
ness. This company raised its dividend 
on the line to attract further desirable 
risks, a move made possible, of course, 

(CONTINUED ON PAGE 54) 


Cal. Commissioner, 
Governor Parley On 
New State Agency 


Commissioner F. Britton McConnell 
of California and Gov. Edmund G. 
Brown met Dec. 18 to discuss Mr. Mc- 
Connell’s opposition to an executive 
order by the governor placing the in- 
surance department under authority 
of a newly established agency—busi- 
ness and commerce—which was re- 
ported in last week’s issue. 

Gov. Brown said he and Commis- 
sioner McConnell had a “friendly dis-} 
cussion” and that it was agreed that 
the attorney general will be asked for, 
“a legal opinion defining the authority) 
of the administrator” of the new 
agency, the opinion also to specifically 
include the governor’s authority to de- 
signate the administrator as his agent. 
Gov. Brown also said he wants the! 
office of insurance commissioner to 
continue as an independent office and) 
reiterated a statement he had made: 
earlier in a letter that he had no legalj 
authority to change the statutory or 
discretionary powers of the commis- 
sioner or that he had any intention of 
so doing. j 

While there is no indication when 
an opinion will be given by the attor- 
ney general, Mr. McConnell would 
seem to have won his main point 
in that he will continue to report di- 
rectly to Gov. Brown and will con- 
tinue to operate the insurance depart- 
ment as an independent unit. Mr. Mc- 
Connell issued no press release rela- 
tive to his conferences with the gover- 
nor. 








CASUALTY 
GREATEST INTEREST IN: 





UNDERWRITING MANAGERS 
REINSURANCE MANAGERS 
SPECIAL AGENTS 

AGENCY DIRECTORS 
ACTUARIES 

FIDELITY-SURETY SPEC. AGTS. 
ASSISTANT CONTROLLERS 
SALES PROMO. SUPERVISORS 
CLAIMS SUPERVISORS 
ENGINEERS 





1962 EMPLOYMENT PROSPECTS 


A large number of our company clients are listing highly attractive positions which 
they hope to fill in the first 90 days of the New Year. The positions are on all 
levels Junior to Executive. The Companies are well established and financially 
sound. Very importantly, in all instances progressive managements are involved 
with a Company philosophy that provides latitude for rapid promotions. Many of 
these positions have been created by expanding operations. We have also observed 
that many organizations make every possible effort to “promote from within’’. 
However, increasingly, individual qualifications and merit are the prime factors. 
“Insurance Personnel Exclusively’’ has been our chief function for over two decades 
—not a side line. 





In the ensuing weeks, many listings will appear in this space. Currently there are 
a large number of openings listed from all areas of the country. We will welcome 
hearing from you about your employment situation. Please refer inquiries to 
Harold M. Belson, Chief Counsellor in Fire and Casualty placements. 








INSURANCE PERSONNEL EXCLUSIVELY 





330 S. Wells St. HArrison 7-9040 Chicago 4, Illinois 


FIRE - ALLIED LINES 
GREATEST INTEREST IN: 








MULTI-PERIL UNDERWRITERS | 
FIRE/MARINE SPECIAL AGTS. 
REINSURANCE SPECIALISTS 
ACCOUNTANTS 
FARM DEPT. MANAGERS 
LOSS PREVENTION ENGS. 
FIRE/MARINE BR. MGRS. 
OCEAN MARINE SUPVS. 
FIRE SPECIAL AGENTS 
FIRE LOSS SUPERVISORS , 
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North America Has 
Top Level Changes 


North America has elected Frank G. 
Harrington Jr. vice-president-busi- 
ness development department, and has 
advanced William P. Arnold Jr. to as- 
sistant vice-president of that unit. 

In the underwriting division, Wil- 
liam A. Francis has been named as- 
sistant vice-president; Charles K. Cox 
secretary-underwriting; Joseph E. 
Johnson secretary-special risks, and 
Hugh M. Sinclair secretary-surety. 

Warren J. Baker, Louis M. Bloom 
and C. Sumner Katz have been elected 
assistant secretaries. 

Mr. Harrington joined the group in 
1951 as -nanager of the public rela- 
tions and advertising department. In 
1959 he was transferred to the busi- 
ness development department as secre- 
tary-marketing. Before going with 
North America he was special events 
director of Curtis Publishing Co. 


Other Careers 


Mr. Arnold, with the company since 
1946, began as a special agent at Bos- 
ton. Subsequently he became manager 
of the New England and then the 
Philadelphia service office. He was 
named assistant secretary in business 
in 1957. 

Beginning in 1939, Mr. Francis held 
engineering positions until his trans- 
fer to fire underwriting in 1950. He 
was named assistant secretary in 1955 
and secretary in 1958 of personal 
multiple lines, his most recent post. 

Mr. Cox joined the group in 1946, 
became a methods analyst in 1947, was 
assigned to inland marine in 1948, be- 
came assistant manager in 1952 and 
assistant secretary in 1955. 

With the company since 1941, Mr. 
Johnson was at the Philadelphia me- 
tropolitan office and later at New 
York where he became an underwriter 
in 1951 and assistant manager in 1956. 
He was reassigned to Philadelphia 
in 1959 as manager of special risks and 
was elected assistant secretary. Mr. 
Sinclair began as a superintendent in 
the home office bonding department in 
1955 and was named assistant secre- 
tary in 1960. 

Mr. Baker joined the group in 1927 
and became chief engineer of the 
western department in 1930. He later 





S. C. Insurers Organize 

Domestic fire and casualty compa- 
nies have formed Assn. of South Caro- 
lina Property & Casualty Insurance 
Companies, with headquarters in Co- 
lumbia. Chief objective will be to keep 
the public informed about problems 
facing the business. 


Mary Frances Ellis, a member of 
General Adjustment Bureau’s Dallas 
staff for more than 29 years is retiring 
Jan. 1, 1962. She has served in nu- 
merous capacities. 


THE OLDEST INSURANGE 


55 FIFTH AVE., NEW YORK 
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became chief engineer and manager 
of the group’s technical department. 

Mr. Bloom, with the company since 
1942, held engineering posts until 
1944 when he was made a casualty 
underwriter. Subsequently he became 
coordinator and then superintendent of 
underwriting procedures, and in 1956 
manager of the planning and research 
division. 

Mr. Katz began as an adjuster in 
1935. He became supervisor of the 
casualty claims department in 1937, 
chief supervisor in 1941 and manager 
of casualty claims in 1961. 








Where Yerw've People... 
thees ALawrence 


St. Lawrence is concerned with protecting the welfare of people. When you think of cover- 


ages for your clients . 


Named Head Of WAB 
Executive Committee 


John G. McFarland, vice-president 
of National Union, was named chair- 
man of the executive committee of 
Western Actuarial Bureau at the com- 
mittee’s annual meeting in Chicago 
last week. The executive committee of 
WAB, which provides research and 
advisory services to state inspection 
bureaus in 18 states, also elected four 
new members. Elected for three year 























terms were Felix Hargrett, Home; 
W. H. Moloney, Hartford Fire; G. L. 
Pickens, Phoenix of Hartford, and 
W. J. Reid, Sun group. 

Mr. Reid was also elected vice chair- 
man of the executive committee. 

Holdover members of the committee 
include R. W. Carter, Aetna Fire, out- 
going chairman during 1961; Mr. 
McFarland; R. R. Hayes, Crum & For- 
ster; A. C. Ruehl, Travelers; H. P. 
Winter, America Fore Loyalty; C. N. 
Mulligan, Fireman’s Fund; F. A. Miller, 
Royal-Globe, and R. B. Shepard, St. 
Paul F. & M. 
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. . think of St. Lawrence—the company concerned with people. 


SURPLUS LINES—OUTSIDE ILLINOIS—Through Licensed Surplus Lines Agents in Those 
States And Territories Which Permit Non-Admitted Carriers To Write Liability Coverages. 
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Insolvency Insurance--Ilmportant 


Factor In Commercial Survival 


By J. B. NICHOLS Jr. 


Director of Public Relations 
American Credit Indemnity Co. 


Commercial credit insurance guar- 
antees to insured that he will be paid 
for merchandise shipped on terms of 


sale. If the customer defaults, the poli- 
cy takes over and reimburses insured 
in excess of a nominal deductible. 
The coverage, which might be de- 
scribed as “insolvency insurance,” 
takes over when other types of insur- 
ance cease to apply. A basic requisite 
of an insurable interest is that the poli- 
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FIRE & EXTENDED 
COVERAGE in 
order to improve 
our facilities. 

We now offer 

a complete multiple 
line underwriting 
service. Phone or 
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KURT HITKE 
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7@ place... 


175 W. Jackson Blivd., Chicago 4, Ill. 
1776 Peachtree St., N.E., Atlanta, Ga. 


if your client 

needs coverage on 
Public Liability, 
Property Damage, 
Professional 
Malpractice, 
Bodily Injury, 
Premium Financing 
or Financial 
Responsibility. 


OMPANY, INC. 





430 N. Fifth Street, Springfield, III. 
1090 N.E. 79th St., Miami 38, Fla. | 





cyholder shall have legal title to mer- 
chandise being insured. This title is evi- 
dent while the product is in the hands 
of insured. But when shipment occurs, 
title passes to the customer, who now 
has the insurable interest in the prod- 
uct. In its place a creditor-debtor re- 
lationship exists. The creditor now has 
an account receivable. The credit in- 
surance guarantee attaches at the time 
of transfer of title. 

While this creditor owned the prod- 
uct, he protected himself with all the 
usual coverages—fire, theft, water 
damage, etc. He owned the product, 
consequently he protected it. Most peo- 
ple insure the value of articles not be- 
cause there is a particular risk in- 
volved, but because it is theirs. Since 
they own it, they don’t want to lose 
the value of it. 


Mental Quirk 


A psychological quirk occurs when 
the stuff is shipped to the customer. 
Many times the creditor reasons that 
the customer is satisfactory, that he 
will pay his bill when it comes due, 
and that he will buy the necessary 
coverage against fire, theft, water dam- 
age, and others. Actually the creditor, 
at this point, demonstrates more faith 
in his customer than he had in himself. 
It is still his money at risk. But now it 
is an account receivable and includes 
an anticipated profit. It is now much 
more vulnerable than it was when he 
owned it. He granted terms of sale, and 
he can’t do a thing to strengthénhis 
position, or defend himself, until the 
terms of sale have run their course and 
the account becomes due and payable. 
Then, and only then, can he pursue the 
collection of his invested capital. He 
expects his customers to do the right 
thing. Most of the time they do. Some 
of the time they don’t. When they 
don’t, and default occurs, the impact 
can be quite heavy. 

The records show that over the long 
period of years the total of credit 
losses exceeds the total of fire losses. 
In some years, this is not so, but in 
most years it is. In recent months, 
credit losses have risen sharply and 
there is little hope for an early correc- 
tion of this trend. 

In any period of losses, it is usual to 
find that some creditors have gone out 
of business because of their inability to 
collect money owed to them. The 1961 

(CONTINUED ON PAGE 25) 
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Construction Trend 
Good; Ballarene Is 
Contract Unit Head 


All indications point to another re- 
cord year of construction volume in 
1962, and if that prediction prevails 
it will be the 17th consecutive year of 
increase, William F. Frakes, general 
manager of Bureau of Contract In- 
formation, reported at the organiza- 
tion’s annual meeting. 

After a number of years of uncertain 
financing, the interstate highway pro- 
gram is now on a sound pay-as-you- 
build basis, Mr. Frakes said. With 
some three-quarters of the 41,000 miles 
yet to be completed, highway volume 
should provide an even flow of awards 
totaling slightly higher than 1961 even 
though just recently the President 
ordered the cancellation of an earlier 
decision for a speed-up of spending 
which was instituted as an anti-re- 
cession measure. This is not expected 
to affect the yearly program. 


New Officers 


Louis F. Ballerene, Employers Li- 
ability, was elected president of the 
bureau. George M. Douglass, Travelers, 
was named vice-president, and An- 
thoy P. Valenti, Maryland Casualty, 
secretary-treasurer. 

The increasing population will put 
a heavy demand on the construction 
of schools, hospitals, certain types of 


mass housing and other public im- | 


provements such as sewers and sewer- 
age disposal plants, Mr. Frakes re- 
ported. Investment funds are assumed 
to be adequate to underwrite the es- 


timated level of this type of work. 


Contradictory Opinions 


| 
There appear to be contradictory | 
opinions on the amount of industrial | 


and commercial construction but in- 


dications are that each of these classes | 


will increase slightly or at least hold 
steady because of the economic upturn 
and the acceleration of defense ex- 
penditures. 

While an increase in dollar volume 


in construction is widely predicted, | 


obviously increased costs must be 
taken into consideration when esti- 
mating the over-all number of projects, 
Mr. Frakes said. 


Directors Elected 


The bureau elected the following 
directors: Edwin G. Hundley, U. S. F.- 
& G.; Norman A. Burgoon Jr., Fidelity 
& Deposit; A. H. Anderson, Aetna 
Casualty; W. H. Wallace, Hartford Ac- 
cident; C. A. Keppler, Fireman’s Fund; 
Carroll R. Young, America Fore Loy- 
alty; A. H. Walker, Maryland Casualty 
Hugh M. Sinclair, North America; Ro- 
bert T. Schaller, Continental Casualty; 
T. M. Gregory, American Surety; T. L. 
Sedwick, Standard Accident; Frank 
L. Madden, American; Paul S. Wise, 
Home; Mr. Ballerene and Mr. Douglass. 


Wolverine Buys Assets 
Of Grand Rapids Company 


Wolverine has purchased Michigan 
Title Co. and certain other assets of 
Guarantee Bond & Mortgage Co., 
Grand Rapids. Stockholders approved 
liquidation of Guarantee Bond and 
gave their sanction to the sale of 
Michigan Title. Completion of liquid- 
ation will take upwards of 12 months, 
it is estimated. It is reported that 
the transaction involved some $970,- 
000 and that personnel of the two 
Grand Rapids companies will be re- 
tained. 


XUM 
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ag Another New Development at Great American... 


“An ADMITTED Reinsurance Market 
= For Companies and Brokers 





Complete Treaty Reinsurance Facilities for... 
ality FIRE and ALLIED LINES 
= AUTOMOBILE 
i CASUALTY 


For full information write or call: 


GREAT AMERICAN 


4 INSURANCE COMPANY 
m9 Home Office: 99 John Street, New York 38,N. Y. 
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40 words per inch. Deadline 4 P.M. Friday of week before publication in Chicago office— 
175 W. Jackson Blvd. Individuals placing ‘‘Situation Wanted” ads are requested to make 
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KNOW 
FIRE 
INSURANCE? 


State Farm is looking for 
a man with a solid fire in- 
surance background who 
also has three or more 
years experience as an agent, agency 
supervisor or field man. He should have 
the ability to organize training mate- 
rial and teach. 





The successful candidate will be located 
at State Farm’s home office in Bloom- 
ington, Ill. Some travel, on a national 
scale, is involved. Send resume to: Jack 
Secord, general personnel superintend- 
ent, State Farm Insurance Companies, 
112 E. Washington Street, Bloomington, 
Illinois. 


WANTED 
WISCONSIN FIELDMAN 


Growing WISCONSIN Multiple Line Com- 
pany needs experienced fieldman to work 
with existing agents and to develop new 
agencies, Full fire and casualty background 
required. Company rated A+ in BESTS. 
Replies confidential. Salary open. Write: 
H. C. EWERT, Secretary, Home Office, 
Badger State Mutual Casualty Company, 
5434 West Capitol Drive, Milwaukee 16, 
Wisconsin. 








CHARTERS FOR SALE 


Old New England mutual fire Com- 
pany. Dormant. Also small dormant 
mid-western mutual and Stock fire 
charters. Also Illinois mutual life and 
A & H Company. 


Ralph F. Colton 


30 N. LaSalle Street Chicago 2, Ill. 
Financial 6-9792 


Ohio Casualty Opens 


Phoenix Branch Office 
Ohio Casualty has opened a branch 
office in Phoenix at 3300 North Central 
Avenue. 
Richard H. Russell has been ap- 
pointed manager. He has had more 
than 12 years experience with the 
Ohio Casualty group in the home of- 
fice and at San Francisco and Oakland. 
He was formerly with the Southwest- 
ern General Agency of Phoenix. 


OPPORTUNITY FOR 
BOND MAN 


Excellent opportunity for man experienced 
in Bond Underwriting and Production, in 
Hartford Office of large Multiple Line In- 
surance Company. State age, education, 
experience, and salary required. Our em- 
ployees know of this ad. Write C-83, Na- 
tional Underwriter, 175 W. Jackson Blvd., 
Chicago 4, Ill. 











UNDERWRITING 
MANAGER 


Midwestern Company has opening in Home 
Office. For experienced Automobile Under- 
writer to supervise auto underwriting de- 
partment. Must have prior experience in 
supervision. Minimum 5 years experience. 
Fast growing company. Send resume to 
C-85, National Underwriter, 175 W. Jack- 
son Blvd., Chicago 4, Ill. 




















CASUALTY UNDERWRITER 
CASUALTY FIELD MAN 


Well known progressive stock company has 

penings in Indianapolis branch office. We 
are seeking an all lines Casualty Under- 
writer and Casualty Field Man. Good 
starting salary. Our casualty business is 
growing rapidly and offers excellent job 
future. Write in confidence stating experi- 
ence, personal history and salary needs. 
Write C-64, National Underwriter, 175 W. 
Jackson Blvd., Chicago 4, Ill. 





PRODUCTION MANAGER 
Multiple line company (A+ Rating) spe- 
cializing in personal lines needs home office 
production manager. Prefer man with sales 
supervision or sales management experi- 
ence in direct writing field. Location 
Southwest. Excellent opportunity with well 
established company in rapidly expanding 
department. Send confidential resume to 
C-69, National Underwriter, 175 W. Jack- 
son Blvd., Chicago 4, Illinois. 


CLAIMS ATTORNEY 


Wanted for manager of automobile claims 
department in Home Office. 10 years ex- 
perience. Good administrator. Excellent 
opportunity. Location Midwest. Send re- 
sume in confidence to C-86, National Un- 
derwriter, 175 W. Jackson Blvd., Chicago 
4, Illinois. 














ADJUSTER 


Well established independent adjustment 
company in southwestern state has open- 
ing for adjuster, age 26 to 36. Company 
pays salary and expenses plus percentage 
of earnings. Casualty adjustment experi- 
ence and good education required. An- 
swer, giving personal data, education and 
experience. All replies confidential. Write 
C-76, National Underwriter, 175 W. Jack- 
son Blvd., Chicago 4, Ill. 





CASUALTY 
SUPERVISOR 


For Southern office of merger-proof com- 
pany. 

Excellent opportunity for qualified General 
Casualty man with leading stock company. 
SALARY ATTRACTIVE 
Send resume to C-91, National Underwriter, 
175 W. Jackson Blvd., Chicago 4, Illinois 











INSURANCE 

UNDERWRITERS 
Should have good background in comp/liab. One 
of nation's fastest growing mutuals now inter- 
viewing for junior & senior underwriters looking 
for a position that MUST lead to advancement. 
Salary high. 

WRITE: JOSEPH H. KAY 
PERSONNEL DIRECTOR 
CONSOLIDATED MUTUAL 
INSURANCE CO. 

346 Adams St., Brooklyn, N. Y. 








POSITION AVAILABLE 
Chicago real estate management company 
desires a man to service and further de- 
velop its insurance business. Must be ex- 
perienced in all phases of fire and casualty 
operations. Exceptional opportunity. 

Mr. Krueger 
Browne & Storch, Inc. 
Palmolive Building 
919 N. Michigan Ave. WH 4-7373 





SPECIAL AGENTS WANTED 


Large century-old New Regent mutual peaparty 
insurer seeks experienced special agents in 
Southeastern territory. Excellent employee bene- 
fits. For appointment, phone 617-742-3329, col- 
lect, or write C-53, National Underwriter, 175 
W. Jackson Blvd., Chicago 4, Ill. 














TOP BOND 
EXECUTIVE POSITION 


Full charge of new Bond Department of long 
established insurance stock company operating 
coast to coast, in Alaska and Hawaii. Excellent 
opportunity for a man experienced in all 
branches of the bond business. Good salary 
fringe benefits and association with a well 
established and well regarded company with 
unlimited growth potential. Send resume to C-66, 
National Uodoretter, 175 W. Jackson Bivd., 
Chicago 4, Ill. 











COLLECTION 
MANAGER 


Must have heavy experience in 
supervising commercial collections 
plus IBM collection system. Salary 
to $10,000 with progressive coast- 
to-coast casualty company. Box 
NN-554, 56 W. 45th St., New York 
36, N. Y. 


1@WA GENERAL AGENCY OPENING 


38 year old "A" rated compeny with con- 
servative underwriting but adequate limits 
wants General Agent for fire and allied 
lines for State of lowa. Write C-37, 
National Underwriter, 175 W. Jackson 
Blvd., Chicago 4, Ill. 





December 23, (96] 


OL&T Pays Off As 
Car Jumps In Lake 


Arkansas supreme court has upheld 
a lower court’s finding for insured— 


an operator of fishing facilities—in gq | 


suit involving a customer’s car which 
rolled into a lake. The case is reported 
in 10CCH (Fire & Casualty) 1143. 
Hardware Mutual Casualty insured 
J. E. Crafton under an OL&T policy. 
His business was the maintenance of a 
fishing dock and the renting of boats. 
A customer drove up to the boat 
dock, parked his car in the driveway 
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and unloaded his fishing paraphernalia. | 


Mr. Crafton got in the car, drove it to 
the parking area and left the car there. 
Subsequently, for unknown reasons, the 
ear rolled into the lake. It was sal- 
vaged at a cost to its owner of $651.83. 

He recovered this sum from his in- 
surer, Riverside. Later, he and River- 
side brought action on Pulaski County 
court against Crafton and received a 
judgment against him for $975.33 rep- 
resenting the original debt, costs and 
attorney’s fees. 


Terms Insurer Responsible 


Crafton then brought suit in Faulk- 
ner County circuit court against his 
insurer, Hardware Mutual Casualty, 


alleging that it was responsible for the | 


judgment against him. The insurer’s 
main defense was the care, custody 
and control exclusion under Crafton’s 
OL&T policy. The circuit court found 
for insured, and the supreme court up- 
held this verdict on appeal. The high 
court observed that Crafton was not 
exercising care custody and control, 
nor was he physically controlling the 


car at the time of the accident. He had 


already moved it, was some 40 feet 
away from it and was not directing it 
in any way. 





EMPLOYMENT OPPORTUNITIES 
1962 


Start the NEW YEAR right by listing yourself 
with CADILLAC ASSOCIATES for the best in 
INSURANCE opportunities. Prospects for 1962 
are very bright. 


EES 64.55.20 slecenedinnesieneel $7,500 
Indiana 
LS 654.5 -~ pA kaea Gam ee $7,500 
Michigan 
DR erate ais 6c < owes aon’ $8,500 


Phys. Damage, Indiana 


BR. MGR. PRODUCER ............... $9,000 
Missouri 

Sp Nsiy ee acake veces $8,400 
WC & GEN. LIAB. Texas 

MARKET RESEARCH ................. $9,000 
Philadelphia 

CLAIMS MANAGER .........cecsees $10,000 
Kentucky 

PE UG ac orivccctcxveee ded $11,000 
Kentucky 

FIELD TRAINING DIRECTOR .......... $9,000 

= a ere. $15,000 
as 

METHODS ANALYST ............... $12,000 
Indiana 

CASUALTY SUPERVISOR ............. $9,000 
Texas 

oe UE $12,000 

CASUALTY UNDW. MGR. ............ $10,000 
Tennessee 

= Mt WNT WOES oc ciccccicccsnce $8,000 
ast 

ee $9,600 
Minnesota 


H. J. Roberts 
CADILLAC ASSOCIATES, INC. 


29 E. Madison Street Chicago 2, Illinois 








WEST VIRGINIA 
AGENCY OPPORTUNITY 


Growing medium sized agency writing across 
the board business needs experienced surety 
production man with general knowledge of fire 
and casualty. Send resume of background and 
training to C-87, National Underwriter, 175 W. 
Jackson Blvd., Chicago 4, Ill. 














ARIZONA SPECIAL AGENT 


Experienced field man wanted for Phoenix 
area. Opportunity to grow with expanding 
"A" rated midwestern multiple line stock 
company. Age 28-40. Write C-77, National 
Underwriter, 175 W. Jackson Blvd., Chi- 


cago 4, Illinois. 











BOND MAN 


Expanding Stock Company operating nationally 
wants man to head up new Bond Departmenf. 
Good salary and fringe benefits. Send resume 
to E. K. Scribner, President, The Resolute Insur- 
ance Company, Resolute Building, Hartford 3, 
Connecticut. 





MISSISSIPPI—LOUISIANA OPPORTUNITY 


Multiple Line Agency Mutual Company inter- 
ested in experienced insurance man to travel 
the States of Mississippi—Louisiana. Territory 
well developed. Good pagey training pro- 
gram. Write C-90, National Underwriter, 175 
W. Jackson Blvd., Chicago 4, Ill. Give experi- 
ence and salary desired. 














FLORIDA-BOUND? 


Fire & Casualty Agents: Bonus benefits from 
your Florida vacation this winter when you at- 
tend one-week Advanced Agency Management 
Course, University of Miami, January 22-26, 
sponsored by National Association of Mutual 
Insurance Agents. 


Features discussions on Survey Selling, Agency 
Perpetuation, Accounting, Advertising, etc., 
by leading authorities. 


Tuition only $175; includes room and meals at 
luxurious University Resort Motor Court. (Day 
Students $100.) Wives Welcome. Write for de- 
tails: NAMIA, 827 Investment Building, Wash- 
ington 5, D.C. 
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Parker Reviews Inter-Regional’s Wide 
Activity; Eyes Low Value Dwellings 


The transfer of higher valued dwel- 
lings into homeowners has markedly 
affected the remaining dwelling ex- 
perience, Kent H. Parker, general man- 
ager of Inter-Regional Insurance Con- 
ference, noted in his report at the an- 
nual meeting in New York. While the 
effects are more noticeable in some 

| states than others, it is believed that 
| they will be substantial in all locali- 
, ties within the next few years. 

Mr. Parker reported that after initial 
exploration in the middle west, rating 
organizations in Mississippi, Tennessee, 
Kentucky and Missouri filed and se- 
cured aprroval of schedules based on 
the loss constant dwelling plan. The 
principle has also been brought to the 
attention of other state rating organi- 
zations and is being considered in a 
number of additional territories where 
it would seem to provide a needed 
solution, not only to distribute more 
equitably the premium in relation to 
average loss expectancy, but also to 
assist in maintaining an adequate mar- 
ket for the lower-valued dwelling busi- 
ness. 

A revision in the basic analysis of 
dwelling rates is needed to avoid what 
could otherwise be an unrealistic and 
unwarranted increase in the specific 
rates for all dwellings, regardless of 
their contribution to the average loss 
cost, Mr. Parker said. He is gratified 
that agents have given the loss con- 
| stant principle their support. 


Studying Substandard 


A further problem area is found in 
the habitational class where substand- 
ard conditions have sometimes led to 
complaints that companies have un- 
duly limited their. authorizations or 

, their willingness to provide coverage. 
Inter-Regional’s executive committee 
has approved exploration with certain 

| of the rating organizations of a method 
| of providing charges for substandard 
conditions in the habitational tariffs. 
While certain of these risks are non- 
writable at any rate level, it is felt 

that companies could underwrite to a 

| greater extent and thus help reduce 

| the problem area if the rate is reflec- 
tive of the actual physical conditions. 

| Filings designed to provide treatment 

| for substandard conditions are now ap- 
proved in two states. No area or zone 

| designation is included, and_ the 
charges are applicable by risk where- 
ever the conditions may be found, 
Mr. Parker noted. 

| He reported that the public and in- 
stitutional property plan is now in ef- 
fect in 45 states. It not only provides a 
sound basis of coverage but in many 
cases has materially increased insur- 

| ance to value. The best current esti- 

' mate is that some 6,000 accounts are 

| now written under the plan, of which 
more than one-half are written for 

replacement cost. Experience with a 

limited period of 1960, when the plan 
| was effective in only part of the states, 
is not conclusive of its results because 





| Allstate Names Six 


| Allstate has named Edwin T. Mohr- 
mann regional sales supervisor, life 
and A&H, and Daonald R. Hilliard 
| district sales manager at Charlotte, 
, N.C. 

Eugene S. Kwasniewski and Louis 
M. Ohly have been appointed assist- 
ant claim managers at Houston and 
H. Owen Jr. has been named person- 
nel manager at Kansas City and Roy 
D. Shaffer district sales manager at 
Skokie, Ill. 


of the short period and possible coding 
questions. However, there is no indi- 
cation that the underwriting results 
to date do not fully support the basic 
nature of the program. 


PIP Changes 


Two revisions were recommended 
during the year. In an effort to solve 
certain questions encountered, parti- 


cularly in the far west, as to treatment 
of ineligible properties owned by an 
eligible account, a provision was in- 
corporated for inclusion of these in- 
eligible properties in the same policy 
but under forms and rates applicable 
to such risks under the regular bureau 
rules. The second revision was to re- 
commend a reduction in the minimum 
annual premium from $1,000 to $500 
which has particular effect in making 
the plan adaptable to fire resistive in- 
stitutions or properties which would 
not be able to develop the previous 
higher minimum. Work is going for- 
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ward to develop an all-risk endorse- 
ment comparable to the special EC 
endorsement, but particularly fitted to 
the PIP form requirements 

A number of the reporting form 
rules have been revised, and re- 
commendations have been furnished 
to the rating organizations, Mr. Parker 
continued. A great deal of attention 
has been given to company and staff 
procedures, with the particular purpose 
of materially expediting the steps nec- 
essary in furnishing average rates to 
the sponsoring rating bureaus. Reor- 

(CONTINUED ON PAGE 24) 











GEARED 
to Your Profits 


nme HmMployers’ Group 


OF INSURANCE COMPANIES 


110 MILK STREET 
BOSTON 7, MASSACHUSETTS 


The Employers’ Liability Assurance Corp., Ltd. « The Employers’ Fire Insurance Co. 
American Employers’ Insurance Co. « The Northern Assurance Co. of America 












It’s new. It’s news... big news for The Man with the Plan. Changes in 
Employers’ Group Boiler and Machinery Insurance are really geared to 
your profits. Simplicity is the keynote of the news. The Man with the Plan 
now has, 1. New and simplified descriptions of coverage, 2. A new rating 
manual, 3. New policy forms, and 4. New policy writing methods. All this 
is backed by sales kits, colorful brochures and, of course, superior nation- 
wide underwriting, claim and engineering services. This could be your 
biggest opportunity to capitalize on business that is constantly growing and 
growing fastest with The Employers’. Contact your Employers’ fieldman 
for assistance in developing your Boiler and Machinery profits. 









Yo adependent 
Insurance [AGENT 


“senves/ vow /frast~ 


The Employers’ Life Insurance Company of America 
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» SPRINGFIELD-MONARCH canes ies 
Springfield, Massachusetts 
SPRINGFIELD INSURANCE COMPANY, MONARCH LIFE 
INSURANCE COMPANY, FREEPORT INSURANCE COMPANY, 
THE STANDARD INSURANCE COMPANY, NEW ENC’ AND 
INSURANCE COMPANY, SPRINGFIELD LIFE INSURANCE 
COMPANY, Inc., HORIZON INSURANCE COMPANY 

















@ New home office building in Indianapolis, 
headquarters for the Company’s country-wide 
insurance operations. 









































Grain Dealers Mutual 
Insurance Company 


INDIANAPOLIS 7, 


Member Company : |mproved Risk Mutuals; 
Building Owners Federation of Mutual Fire Insurance Companies; 
and Food Industries Federation of Mutual Fire Insurance Companies. 


Fire & Allied Lines 
Automobile 
Casualty 

Inland Marine 


INDIANA 
Western Department: Omaha 2, Nebraska 
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Notes How Research Helps Small Insurer 


(CONTINUED FROM PAGE 6) 
department and data processing sys- 
tems. The small company wishes it 
could afford to do such research. Many 
feel research is a luxury only the large 
companies can afford. Part of this view 
is due to the fact that often the results 
are difficult to evaluate. “We can never 
evaluate the results of decisions that 
were not made,” he said. If a company 
decides not to use a promotional cam- 
paign to enter a new field, it can never 
know what their programs would have 
cost. 


Concern With Product 


But there are many things in way of 
research and market evaluation which 
do not involve large expenditures of 
money and manpower. However, be- 
fore he discussed them, Mr. Roach took 
a look at what is involved in deter- 
mining whether to enter or promote 
a particular field of insurance. In pre- 
vious years, insurers were only inter- 
ested in learning about the risks 
involved. Today, they are becoming 
concerned about the product, total 
needs of insured, buying habits, and 
price, in addition to the risk. 

As an initial step, what is the parti- 
cular market involved? This can be 
defined in terms of quantity and qual- 
ity. It must be of sufficient size to 
support a servicing organization, to 
render fixed and variable expenses at 
a reasonable level, and to satisfy com- 
pany objectives. On the other hand, the 
market must be of sufficient quality or 
variation to enable the insurer to 
spread the risk; e.g., an insurer would 
hesitate to write flood insurance when 
only the highly subject risks are likely 
to be interested. The insurer must be 
able to charge a reasonable rate and 
still realize an underwriting gain. 

Is the market a geographical one, 
or is it atomic reactors, restaurants, 
contractors, beauticians, a new line of 











coverage, or combinations of all of 
these and others? As to a geographical 
market such as Chicago or Nevada, 
how many people are there in the area, 
what is the distribution of income, and 
what is the composition of households 
in respect to automobiles, home owner- 
ship, and age distribution? 


Chief Competitors 


Who are the chief competitors in the 
area? What is the extent of their pene- | 
tration? What share of the market | 
can the incoming company set as a 
realistic goal? If the penetration of 
competitors is heavy, the planning in- 
surer must have some inducement for 
the buyer in terms of price or product. 

What is the growth potential of the 
market? A market not attractive today 
may be quite attractive in a few years. 
The young adult market is a case in 
point. This group is the fastest growing 
part of the population. The develop- 
ment of products and marketing plans | 
can provide the insurer with a good 
start in serving this market later. 

As to line, it is almost impossible to 
generalize but included probably would 
be number of installations or units, 
income potential, and geographical 
distribution. It would be well to know 
type of housing, fire protection, water 
supply, crime rates, property values, | 
and frequency of occurrence of certain 
events. 

Answers to these kinds of questions | 
permit a sound evaluation as to the 
quantity of the market. There will still 
be unknowns. But there will be many 
fewer than without the research. The | 
results of the research should greatly 
reduce the risk. 


Study Of Motels 


As an example of the sort of research 
he was discussing, Mr. Roach cited the | 
study of motels which was done by | 
Nationwide Mutual’s fire actuarial | 
department. This study was conducted | 
to determine whether or not to develop | 
a special package for motels. 

In the early stages of the study, he | 
said, it appeared that there was great | 
potential in this market. There were | 
many motels, and with more highways, 
the number would continue to grow. 
Investigation revealed, however, that | 
the number of smaller, independently ' 
owned motels was decreasing. The | 
newer motels were being built by large 
chains. There will be a great many | 
motels in the future. But they will be 


\\ owned by a few large chains. Insurance 


‘for them will probably be purchased 
from a professional insurance buyer at 
the home office of the chain. 

hus, the picture has changed con- 
sidgrably. The recommendation to 
management, therefore, was that a 
special package not be developed for 
motejs. In order to meet competition, | 
a spiecial multi-peril commercial , 
policy, program, which covers many of | 
the se\rvice industries, was adopted. 


Plan For Small Insurer 


What' can the smaller company do to 
obtain fhis kind of information? Mr. 
Roach sa\id there are three basic things | 
the smaller company can do: Review | 
published\ information about markets | 
in which |it is interested; utilize the | 
services @f outside consultants; or 






establish small research unit of its 
own. 

Much of the information he pre- 
viously had discussed is published and 


available free or at a nominal cost, he 
said. 

Bureaus jof Census publishes much 
information| of value to the dwelling 
market, personal insurance, and other 
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areas. These publications provide in- 
formation by state, city, rural areas, 
and census tracts within cities. They 
cover number of households, median 
income, racial composition, rental units, 
multiple family dwellings, and other 
information to enable an estimate of 
the conditions in the area. These are 
only a few examples of the information 
in these publications. Fortunately, the 
results of the 1960 census now are 
coming out so that the data is reason- 
ably current. By 1965 much of it will 
be of considerably less value. The 
bureau does spot surveys between 
census times, but this is not complete. 

Sales Management magazine pub- 
lishes annually a sales survey of buying 
power, usually in the May issue. This 
gives considerable detail of some of the 
qualitati e aspects of insurance mar- 
kets. 

Sanborn Map Co. maps can be of 
value in evaluating the qualitative 
aspects of the dwelling market. They 
are now issuing maps of buying power 
that parcel a city into homogeneous 
neighborhoods and that detail total 
income, and average income. Since in- 
surance sales are heavily dependent on 
income, these maps can be of value. 

Many commercial associations com- 
pile and publish statistical data on 
their members; Motel Assn., e.g., 
publishes data on the number of mo- 
tels, geographical location, size and type 
of construction. National Assn. of Boat 
Manufacturers & Distributors publishes 
data on boats, size, type, and the like. 
If an insurer is considering a new line 
or type of insurance, it can get detailed 
data on the market. 

Another source of information is 
metropolitan newspapers and chambers 
of commerce. Many of these maintain 
research staffs to compile and keep 


GAB In Branch Changes 

John A. Shannon Jr. has been ad- 
vanced to manager of General Adjust- 
ment Bureau at Clarksburg, W. Va., 
succeeding Bernard D. Weaver, who 
was recently transferred to Washing- 
ton. 








Lee To Hanover In Tex. 


Ernest M. Lee has joined Hanover 
as state agent in central and southwest 
Texas. He will have headquarters at 
the new San Antonio service office. 
Mr. Lee has been special agent at 
Dallas for Trinity Universal. 
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current information in their area. Some 
metropolitan mewspapers, Cleveland 
Plain Dealer, e.g., maintain market 
research data. 

There are many government publi- 
cations other than those of Bureau of 
Census which can be of value. There 
are many bibliographies and pamphlets 
available. 


Have To Interpret 


These publications will not tell the 
insurer whether to enter a field or not. 
Someone must assemble, synthesize, 
and interpret the data. He must know 
the important factors in the market in 
question. He must know what infor- 
mation will shed light on these factors 
and where to look for it. He must un- 
derstand the data he has assembled 
and how to interpret it. 

There are many excellent consulting 
firms equipped to conduct market 
evaluation studies. They have the 
personnel and technical know-how to 
make a thorough study for the insurers’ 
purpose. Many of these firms are quite 
willing to make small scale studies on a 
limited budget. As in other fields, there 
are a certain number of incompetents, 


so Mr. Roach recommends caution in 
selecting a firm. 

Few of these firms are qualified to 
deal directly with insurance. In most 
instances, they have gained their ex- 
perience in the commodity field. The 
conscientious firm prefers to work with 
someone inside the company who can 
help them or educate them in some of 
the intricacies of the insurance busi- 
ness. In any case, the firm will want to 
learn as much as possible about the 
business before doing a study. Some- 
one who knows the company, its re- 
sources, objectives, and operations, 
should work with the consultants for 
efficient research. 


University Professors 


Many university faculty members do 
consulting work to augment income and 
keep in touch with the practical side of 
their field. Some of them can be quite 
effective and perform a real service 
oriented to insurance, Mr. Roach said. 
They are very conscientious in doing a 
good job and display real enthusiasm 
and interest in it. 

Like the consulting firm, the pro- 
fessor should be able to work with 
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someone inside the company. This 
pooling of skills should result in an 
effective job. 

The life insurance associations (Life 
Insurance Agency Management Assn., 
Institute of Life Insurance, and Life 
Office Management Assn.) do a lot of 
research for their members. This is of 
real value to small life companies with- 
out research departments. 

The small company often overlooks 
the possibility of creating and main- 
taining its own small research unit, say 
a one or two man department. Such a 
department, staffed with the proper 
men, can accomplish a great deal. In 
fact, it can be more effective than its 
counterparts in the big companies. The 
smaller company has more opportunity 
to take chances, its lines of communica- 
tion are more rapid, and it can change 
more readily. The large company, with 
its standard procedures, formal com- 
munications networks, and elaborate 
approvals, finds change a much slower 
process. The smaller company can get 
a larger and more rapid return on its 
investment in research. 

Such a department has to havé a 
highly competent and well trained 
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research specialist, Mr. Roach advised. 
Too often companies set up a research 
function and put on it someone without 
background in research. At times it is 
a convenient dumping ground for one 
who is not doing another job properly. 
This can only result in sloppy research. 

Research is both an art and a science, 
he said. The trained research man uses 
scientific methods; he is trained to be 
objective. In setting up study designs 
and how to get at problems, he needs 
creative imagination. Research is a 
specialized field. The specialist learns 
skills and basic methods that can be 
applied to many problems. In a recent 
study, Nationwide Mutual used a tech- 
nique from personality measurement 
to determine what services people felt 
that insurance companies should pro- 
vide. 

The qualifications of the research 
man depends on the type of insurance 
being subjected to study—homeowners, 
commercial, or factory. In some cases, 
he might need to be an engineer, in 
other cases economist, sociologist, or 
psychologist. 

Companies which market personal 
rather than commercial insurance 
could use someone with an advanced 
degree in one of the social sciences. He 
should have a good background in 
statistics. He should have demonstrated 
his competence in research and dis- 
played imagination in research design. 
He must be able to communicate well 
orally and in writing. A man with this 
kind of a background can learn enough 
about the insurance business to make 
significant contributions to the organi- 
zation. 

Mr. Roach feels that the best plan 
for the small company to take is to 
establish the small research unit. The 
researcher can assemble, interpret, and 
synthesize published data. He can work 
with consultants and university pro- 
fessors, and he can do special studies 
of his own. Regardless of how research 
information is obtained, it will take 
some manpower to put it to use for a 
specific company. So why not let the 
professional do it? It will be cheaper in 
the long run. 


Mass. Orders Stop To 
Splitting Of Auto Cover 


The order of Commissioner Otis M. 
Whitney of Massachusetts which bans 
the splitting of automobile coverages is 
drawing fire from producers and some 
companies, particularly those insurers 
that do not write the compulsory BI. 
The ruling requires the producer and 
company to write all the coverage or 
notify insured that the insurance. is 
being split. 

Discuss Carla Experiences 

Milwaukee Assn. of Insurance 
Agents at its December meeting heard 
A. M. Rice and Robert Rice, Rice 
Adjusting, Milwaukee, discuss their 
experiences in the Houston area while 
adjusting claims resulting from the 
Hurricane Carla disaster. 
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HO, Field Changes At 
State Farm Mutual 


State Farm Mutual has elected 
Charles E. Concklin, Merlin K. Walker, 
Roy S. Spilman and Edward L. Hennin- 
ger assistant vice-presidents, under- 
writing, and Oscar L. Marlow assist- 
ant vice-president, claims. 

At Bloomington, Ind., James Kele- 
han and Kenneth Daniels, formerly 
assistant state directors in Iowa, and 
Barton Meays, Howard Kolbus, Arnold 
Zimmer, Charles Tedford, Raymond W. 
Vaughan and Edward Busse, formerly 
agency supervisors, have been named 
agency directors. William Balch has 
been appointed director of education 
at the same office. 

Also promoted to agency directors 
are Richard Curtis, from director of 
education and training, at Santa Ana, 
Cal.; George King, from assistant 
agency director, at Newark, O.; John 
Riley, from assistant agency director, 
at Springfield, Pa., and W. E. Stewart 
and Lawrence M. Carlson, from assist- 
ant agency directors at Columbia, Mo. 

Paul Elliott, George Brown and 
James Doty have been raised from 
assistant division manager to division 
manager at Marshall, Mich. Advanced 
from assistant claim superintendent to 
claim superintendent are Leroy Hal- 
ston at Bloomington, Ill.; Arthur Noeh- 
ring and George Mitchell at Columbia, 
and Roger Lehman at Wayne, N. J. 
Also at Wayne, James H. Lidgey has 
been promoted from assistant service 
superintendent to service superintend- 
ent. 


L. A. Agents Elect 


Milton Hickman President 


Milton L. Hickman has been elected 
president of Insurance Assn. of Los 
Angeles. He succeeds Stephen R. 
Dach, who continues as a member of 
the board. Marc C. Leahy was named 
vice-president. 

Reelected as directors for another 
year were Carl T. Joy, M.C. Mann Jr., 
William R. Marshall, Frank S. Pat- 
terson and C. H. Paulin. Newly elected 
directors are Lamar Childress, Edwin 
A. Meserve and Spencer Lawson. 

The association, which won the state- 
wide Menn achievement trophy for 
meritorious service to the industry and 
the community for 1961, is the largest 
local organization of fire and casualty 
agents in the nation. It is an affiliate of 
both the California and national asso- 
ciations. 

The new officers and board members 
will be installed at an industry-wide 
dinner meeting at the Chapman Park 
Hotel, Jan. 18, with Mayor Samuel 
Yorty as special guest speaker. 


F. S. Curtis Is Promoted 

Continental Casualty has promoted 
Francis J. Curtis from claim repre- 
sentative at Boston to claim supervisor 
at Providence. He has filled the former 
position since joining the company in 
1951. 
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Perlet Reviews, Defends Homeowners 


(CONTINUED FROM PAGE 2) 
to return to the policyholder less than 
54% of the premium dollar. This leaves 
46% for expenses and profit, and this 
is the formula upon which the bureau 
rate levels have been predicated. 

The second principle is that rate 
levels for homeowners must be res- 
ponsive to the experience as it ac- 
cumulates. This means that home- 
owners premiums should be reviewed 
annually as the experience develops, 
and the necessary adjustments recom- 
mended, either downward or upward, 
Mr. Perlet said. 

He took exception to the reference 
to these adjustments as a “second 
round of rate cuts’—as though these 
were deliberate steps to eliminate com- 
petitors. Actually, they are in line 
with the intention to recommend re- 
vised premiums periodically, based on 
the latest experience as it becomes 
available. 

Many of the premiums under the 
original program were adjusted only 
in accordance with experience up 
through 1957, or at best 1958, and the 
last recommended adjustments were 
based on the latest available experience 
up through 1959. When 1960 experience 
is available, there will probably be 
recommendations for adjustments in 
many states, some down, some up, and 
others in status quo. This will not be 
a “third round,” but rather the result 
of a deliberate periodic review based 
on the latest experience, Mr. Perlet 
observed. 

Much has been said about the rate 
levels on homeowners, Mr. Perlet con- 
tinued, but all recommendations made 
by Inter-Regional are based upon the 
foregoing factors, with only such tem- 
pering as credibility and catastrophe 
factors might indicate. 


Important Move 


He considers the special multi-peril 
program as one of the most important 
developments in the business since 
introduction of homeowners. Rather 
than jumping into the “package” pol- 
icy field with a piecemeal approach, 
the companies affiliated with IRIC 
took a long look at the problem and 
decided to come out with a single pro- 
gram which could be adapted to the 
individual needs of insured. 

The program was evolved in cooper- 
ation with National Bureau, Surety 
Assn. of America, Inland Marine In- 
surance Bureau, and in consultation 
with the mutual organizations. IRIC 
feels it is superior to any comparable 
program devised by the independent 
market. It is a program that has met 
with industry-wide approval. In fact, 
it is being copied in many respects by 
independent filers and apparently is 
good enough in many cases to have 
convinced companies to drop their de- 
viations and adopt the bureau pro- 
grams. 

The program starts with certain 
fundamental concepts. There is a basic 
policy which contains all of the basic 
provisions. This basic policy also in- 
cludes certain provisions which may 
be peculiar to property or liability 
coverage. This eliminates the costly 
factor of printing small quantities of 
several special policies which must be 
distributed and stocked by agents, thus 
taking up a lot of their shelf space. 
as well as costing large sums of money, 
both in original printing and inventory, 
Mr. Perlet noted. 

The next concept was to use special 
forms to provide the coverage that 
might be needed for a particular occu- 
pancy. Again, by printing and distrib- 


uting these forms through central forms 
committee, a tremendous savings in 
expense is developed. In the same re- 
gard, it has been found possible to use 
the same endorsements for many types 
of risks, thus eliminating a duplication 
of endorsements where each endorse- 
ment may have the same language, but 
one is designated for motels and an- 
other for apartments. 

The third concept was to provide a 
set of general rules applicable to all 
programs, Mr. Perlet explained. Thus, 
certain basic elements, which are 
equally applicable to all kinds of risks, 
can be combined in a central place. 
Special rules are then provided for 
each particular class of risk as it is 
made eligible. Here again, large savings 
are produced by use of a single manual 
for all rules and rates for all com- 
panies, as compared to the expensive 
company-by-company and_ risk-by- 
risk approach. 


Big Potential 


So far, IRIC has made available 
special multi-peril programs for mo- 
tels, apartments and office buildings. 
All or most of the programs recom- 
mended have been adopted in 45 
states. It is hoped that shortly a spe- 
cial multi-peril program for retail 
stores may be made available, Mr. 
Perlet said. 

As with all new programs, some 
minor bugs have developed, and the 
program is being constantly reviewed. 
But the enthusiastic support of this 
program in its short life indicates that 
the bureaus have put a salable pro- 
duct in the hands of their member 
and subscriber companies. 

A sample survey made over a period 
of three weeks, and in a _ limited 
number of states, indicates a potential 
of at least $70 million in premiums 
for the first year of the multiple peril 
program, Mr. Perlet concluded. 


M.&M. Names Nine In 


Promotions At Chicago 
Marsh & McLennan has made sev- 
eral appointments at Chicago. Harry 
M. Oliver Jr. and Gregory L. Quinn 
have been elected vice-presidents. 
Appointed assistant vice-presidents 
are Robert C. Borwell Jr., Geoffrey 
Gummersall, Richard T. Hepworth, 
Philip R. Mark, John H. Rowell, Da- 
vid M. Santi and John P. McLaughlin. 








17 





“4ANOTHER 








Siehedhhiie. datindioemmtethe sea 


“St. Paul’s Group Travel Insurance sold on the local 


level—opened the door 


“The broad group-basis coverage of 
St. Paul’s new travel accident insur- 
ance won an account from another 
insurance company, sold itself on a 
local level to the tune of $950 annual 
premium—now it has opened the door 
to the parent company for complete 
coverage of all its employees,’”’ reports 
Jim Hammond. 


St. Paul’s new group travel accident 


reports Jim Hammond, Dunlap 
and Company, Atlanta, Georgia 
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on a national account!” 


insurance covers every employee 
everywhere he goes on a business trip 
—whether he travels regularly or 
occasionally —against the specific 
hazards involved in travel. It is a 
natural for corporations, associations, 
civic, fraternal and other organizations. 


To get full details on this attractive 
coverage and its ready market, call or 
write your nearest St. Paul Office. 
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Account Underwriting Is Inevitable 
But Has Many Pitfalls And Dangers 


The difficulties for the smaller mu- 
tual posed by so-called account under- 
writing were outlined at the meeting 
in Chicago of the Mutual Insurance 
Technical Conference by D. N. Varney, 
manager of the fire underwriting de- 
partment of Badger Mutual. Pointing 
out that it has been traditional for 
such companies to write selected busi- 








ness, Mr. Varney said that a return to 
this basic mutual insurance principle 
seems to be the one-way road to sur- 
vival. 

Account Underwriting Inevitable 


However, he conceded that the trend 
to account underwriting is inevitable 
and that it is necessary to prepare for 


the day when most businesses will be 
written on that basis. 

Up to now, though some larger mu- 
tuals have done account underwriting, 
most of it has been done on national 
accounts and large risks processed in a 
special underwriting unit. This has 
been especially necessary in the de- 
centralized company with policywriting 
offices over the country. All business 
for these national accounts would be 
handled from the home office. 

Most companies, he said, do not 
presently try to keep records of insur- 
ance in force by insured. Many still 


®@ For the first time, AS/PN lets you choose the side of the 


collection coin you desire. Now, when you sell the new Paramount competitively-priced Auto Policy, you can 
collect the premiums yourself and bill the renewals yourself...or AS/PN will do it for you. Either way, you 
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an AS/PN man soon—and choose a plan! 
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have, as does Badger Mutual, separate 
underwriting divisions: Automobile, 
casualty, personal lines, inland mavine 
and homeowners, and commercial. Each 
underwriter in these divisions uncer- 
writes the policy data or applications 
regardless of any other insurance in 
force. The particular application or 
policy is accepted or rejected on its 
own merits. 

The only liability record established 
by insured is by risk location, and that 
only in the commercial lines depart- 
ment. That leaves no records at all of 
liabilities in the automobile, casualty, 
personal lines and inland marine and 
homeowners. Because of this, the com- 
pany is in no position presently to do 
account underwriting, even in commer- 
cial lines where insured may own pro- 
perty at two or more locations, unless 
all of the properties are listed in one 
scheduled form. 

If a policy is questioned or rejected, 
consideration can be given to collateral 
lines in force for insured only if the 
agent provides such data and asks for 
reconsideration. Thus account selling is 
precedent to account underwriting. 
Account selling and underwriting are 
not as strong in the smaller agency as 
in the large one. There is a trend today 
in the large agency toward reduction 
in the number of companies which the 
agency represents. By reducing the 
number of companies to five or six, 
each company gets more volume, Then 
the agent can apply greater pressure 
for acceptance of all the risks of his 
customers. This is the kind of selling 
which forces account underwriting con- 
sideration. 


Companies Eliminated 


The companies eliminated by the 
large agencies are those without mul- 
tiple line facilities, Mr. Varney be- 
lieves. Complete account underwriting 
can be expected only from companies 
writing all lines. The problem of pro- 
viding multiple line facilities differs 
as between personal and commerical 
line accounts. 

The personal lines company can 
write accounts if it meets state surplus 
requirements. But account underwrit- 
ing is of more importance to agent and 
company in the commercial lines. If 
the agent has commercial business, he 
is more apt to do account selling and to 
keep those companies with account 
underwriting facilities. That leaves the 
small company at a disadvantage, Mr. 
Varney observed. For the insurer to 
write all lines required by commercial 
accounts means increased funds on de- 
posit in certain states, increased under- 
writing and engineering personnel with 
specialized training needed for con- 
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Why Under-25 Males 
Have Auto Accidents 


The Saturday Evening Post carries 
a story in its year-end issue that reports 
the results of a Gallup poll of teen- 
agers and their driving habits. The poll, 
commissioned by the Post, indicates 
why the male driver under 25 is some- 
times charged three times what his 
father or teen-age sister pays for auto- 
mobile liability insurance. 

Among the 200 questions asked 
3,000 14 to 22 year old boys and girls 
was one on the maximum speed the 
youth had experienced. Ten percent of 
high school sophomores answered 
faster than 80 mph, 26% of high school 
seniors faster than 90 mph, 15% of col- 
lege upper classmen faster than 100 
mph, and 15% of working youngsters 
faster than 110 mph. 

The survey indicated that almost 
60% of the country’s young males have 
been involved in automobile accidents, 


! either as drivers or passengers. More 


than half the college and working males 
have had accidents while driving. 





trolled results, increased cost of bureau 
and statistical agency subscriptions, 
and other factors. 

While increased premium writings 
may be the reward for the company 
having multiple line facilities and ac- 


' count underwriting, the probable in- 


crease in over-all loss ratic because of 
acceptance of lines or risks with high 
loss potentials must be weighed against 


' the increased volume attributable to 


this underwriting approach. 


Rate Reductions 


In face of the fact that all companies 
are finding it difficult to show an 
underwriting gain, Mr. Varney noted 
the reduction in rates, which is accel- 
erated by adoption of multi-peril poli- 
cies. This makes it almost impossible 
to show favorable underwriting results. 
Account underwriting adds to the like- 
lihood of loss. 

Mutuals in the past have recognized 
that an individual property owner may 
have buildings or personal property of 


| different desirabilties as risks. A risk 


may involve a high loss probability 
because of neighborhood, class of ten- 
ant, construction, exposure, or occu- 
pancy. Writing the desirable risks of 
this insured provides the greatest 


| chance for a favorable underwriting 


result. It is only the better-than-aver- 
age risks that deserve the reduction in 
insurance cost offered by the mutual 
company, he said. Account selling and 
account underwriting will not permit 
this. 

On the account basis, the underwriter 
must measure the undesirable portion 
of the account, and decide whether the 
loss potential of the undesirable part 
outweighs the account premium. When 


| he decides that he wants no part of the 
' undesirable risk or the undesirable 


| 


coverage, he loses the entire account. 
Loss Engineering 


The underwriter with engineering 
facilities not related to sales may have 
the opportunity to minimize the unde- 
Sirable features of an account as a 
means of controlling the loss result. Not 
all of the underwriters have such faci- 


| lities at their disposal. For example, 


the account may involve plate glass. 
coverage, on which the industry-wide 
ratio is about 83. Because the loss ex- 
pectancy for one piece of glass usually 
may not exceed $500, the underwriter 


| can relate this expectancy to the ac- 


count premium. If he accepts the ac- 


| count, he then underwrites the fre- 
| quency of glass losses, which can make 
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the entire account undesirable. It is 
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not likely that glass can be eliminated 
from the portfolio. 

Burglary and holdup insurance for 
filling stations is unwanted by most 
underwriters. 

One mutual recently compiled a list 
of 35 businesses and asked each of its 
four underwriting departments what 
risks on the list it would refuse to write. 
Of the categories, nine proved accepta- 
ble to all departments. There were 10 
businesses which only one department 
disliked. Where the undersirable cov- 
erage was a small portion of the pack- 
age, the company decided it could 
afford to write the entire package. 

On the account basis, this company 
would find only about 50% of busi- 
nesses acceptable. It then would be 
deprived of the desirable portions of 
the other half. 


Commercial Property 


Account selling was no doubt a factor 
in the development of such coverages 
as the commercial property form. The 
form includes mercantile open stock 
burglary, which was not widely sold as 
a separate coverage. The rate reduction 
for the package far exceeds the saving 
in expense, which leaves a reduced 
permissible loss ratio. Policyholders 
seeking the protection of this policy 
mostly are stores with a high suscep- 
tibility to burglary. Other underwriters 
say they find very few acceptable risks 
in commercial property offerings. 

A drug store acceptable as a fire 
risk is notoriously poor for open stock 
burglary. One insurer has declined 
several such risks because they had no 
safeguards against burglary. Where 
such stores have reasonable protection, 
the company’s casualty underwriter 
has gone along. A marine supply firm 
that stored boats and trailers in the 
open suffered so many burglary losses 
that the casualty underwriter refused 
to accept the risk unless the merchan- 
dise was securely chained. 

Another underwriter cites the loss 
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EMPIRE MUTUAL 


INSURANCE COMPANY 


1604 Walnut Street 


Philadelphia, Pa. 











Assets in excess of $3,000,000 


Excess Lines 
Comprehensive General 
Mfrs. and Contractors 


Garage Liability 


Liquor 

Liability 
Owners, Landlords 

and Tenants Liability 
Retrospective Contracts 

(a) Physical damage 

(b) Auto 

Liability 





Surplus in excess of $2,000,000 
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WHEN YOU ARE LOOKING 
HIGH and LOW 


FOR YOUR UNUSUAL COVERAGES 





Call us on... 


FIRE « MARINE ¢ CASUALTY ~- 
EXCESS and SURPLUS LINES 


High 
Lowe 





Multiple Line Insurance Underwriters 


53 W. JACKSON BLVD. . CHICAGO 4, ILLINOIS 
WEsBSsTER 9-3651 


AGENT TERRITORIES AVAILABLE IN MOST MID-WESTERN STATES 


& COMPANY, INC. 


* 





cf Providing Complete 


Aviation Insurance 


for Personal, Pleasure and 
Business Aircraft — 
Aviation Managers for a 
Substantial Group of 
Stock Companies 


—_ INTERNATIONAL 
_[@=> AVIATION 
UNDERWRITERS, 1. 


Home Office: DALLAS 
DALLAS 1, TEXAS 


211 N. Ervay Building RI 1-3171 
LOS ANGELES 5, CALIFORNIA 

2975 Wilshire Blvd. DU 1-1385 
SAN FRANCISCO 4, CALIFORNIA 
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C. H. Metzner Is 
Retiring At 50th 
Insurance Year 


Clarence H. Metzner, who will mark 
his 50th year in insurance Dec. 31, 
is retiring at that time from the staff 
of Western Actuarial Bureau. 

Mr. Metzner’s first day in insurance 
was Jan. 1, 1912, in the western de- 
partment of Hartford Fire. He was 
with that company, except for war 
service, until 1920 when he joined 
Illinois Inspection Bureau as an inspec- 
tor. Later he was manager of the bur- 
eau at Springfield. In 1925 Mr. Metz- 
ner went with Phoenix of Hartford in 
the Illinois field. He was also in Mich- 
igan with Phoenix as manager of the 
eastern half of the state. While in the 
field, he was president of Illinois Fire 
Underwriters Assn. and a member of 
the executive committee of Michigan 
Fire Underwriters Assn. 

Mr. Metzner went into the agency 
business as a partner of Callender & 
Co. at Peoria in 1945, becoming presi- 
dent of Peoria Assn. of Insurance 
Agents. In 1949 he joined Western 
Underwriters Assn. as assistant man- 
ager and head of its research activities. 
When WUA was absorbed by Inter- 
Regional Insurance Conference in 1959, 
Mr. Metzner went with Western Ac- 
tuarial Bureau to do research. 

A son, Henry, is with the western 
office of Sun-Atlas-Royal Exchange at 
Chicago. 


Ga. Agents Elect 


Lowndes County (Ga.) Assn. of In- 
surance Agents has been formed to re- 
place the former Valdosta board. Of- 
ficers are Clarence Paine, president; 
J. Edward Willis, vice-president, and 
Fred Groover, secretary-treasurer. All 
are of Valdosta. 

Albany (Ga.) Assn. of Insurance 
Agents at its annual meeting elected 
Ross H. Dismuke president, Clem B. 
Rakel vice-president, and Mrs. Thelma 
A. Dismuke secretary-treasurer. 





Now from The HOME... 


A NEW, 
ADMITTED 

REINSUR 
MARKET 


CE 








59 Maiden Lane, New York 8, N.Y. 
Whitehall 3-2200 


The Home Insurance Company announces 
the formation of its Treaty Reinsurance 
Department. This new facility is actively 
engaged in the writing of treaty, excess loss 
and catastrophe reinsurance. 


We welcome inquiries concerning the 
use of this highly professional, admitted, 
American market. Simply address 
Treaty Reinsurance Department, 
The Home Insurance Company, 
59 Maiden Lane, New York 8, N. Y., 
telephone WHitehall 3-2200. 
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U.S. Congressmen 
Debate King Bill 





‘Spr 
Cor 


rir 
Before A&H Assn. | Pr ge 
Social security benefits should jin- | ton, III 
clude surgical and medical care, “and | resent 
I assure you that we are going to do | of the. 
everything in our power to correct | 20 age 
this—at least by enactment of the pany i 
King-Anderson bill,” U. S. Rep. Ro- The 
man C. Pucinski (Dem., 11th Congres- | frank i 
sional district, Ill.) told Chicago Assn. | sity 0! 
of A&H Underwriters at the December | the bu: 
meeting. Mr. Pucinski and U. S. Rep. | The 
Harold R. Collier (Rep., 10th Congres- , agents 
sional district, Ill.), debated the merits | effecti' 
of the bill at the meeting, with E. H,' men a 
O’Connor, managing director Insur- | almost 
ance Economics Society, as moderator. | for ap 
Mr. Pucinski, as first speaker, went | There 
on to say that the forthcoming Con- | jine fie 
gress will face one of its major issues | tists i 
in the effort to improve legislation agent- 
adopted last year for medical and sur- | 
gical assistance to “senior citizens.” | Field 
Adequate protection is still needed, | This 
“and if we don’t supply it, we cannot the co 
long espouse democracy in the world,” | field 1 
he said. “We are the only major nation | engine 
that doesn’t do this. These older people | techni 
built our country, and I get impatient | men | 
with arguments that taking care of | the ag 
them through social security is some | ticular 
kind of socialistic approach. produ 
“When the American Medical Assn. | It v 
tags this as a socialistic move, it is | derwr 
using the same kind of demagoguery it | occasi 
has in previous years when it fought | under 
every other beneficial type of social , ferenc 
legislation. This is a smoke screen to | busine 
beguile well meaning Americans.” | man | 
Had Time To Act | pe 
Private enterprise, including the in- | tirely 
surance companies and American | role ii 
Medical Assn., has had ample time to In 
meet the challenge—to cure this pro- | maint 
blem—Mr. Pucinski said. The insur-! and s 
ance companies themselves have to| giona 
admit they can’t meet the bulk of the | home 








problem. They admit they are reach- 
ing the saturation point. Private insur- | 
ance is too expensive or doesn’t go far 
enough. They are good policies, but 
how many people living on social se- 
curity can afford them? he asked. 
Mr. Pucinski stressed that hospital 
and surgical via the social security 
route in no way smacks of socialism, 
since the people involved are able to 
select their own doctor and hospital 
and they contribute another %% to so- 
cial security. They are not being taken | 
over by the state, “but yet we 
hear this bogey that it is a foot in the 
door. Taik by the American Medical 
Assn. that hospital and _ surgical 
through social security approaches the 








socialistic is unreasonable and irre- | IS 1 
sponsible.” den 
The U.S. would never have reached gua 
its emminence in the world today if whe 
all social legislation had been consid- | a fs 
ered bad per se, Mr. Pucinski said. Not 
only that, the system of making laws | onl 
in this country has built-in safeguards. _his 
It is difficult to imagine the tortuous 
path a piece of legislation must take aT 
before it becomes law. The fact re- 
mains that many millions of America’s 
senior citizens are not getting the kind | 
of medical and surgical care they need, 
he said. | 
Mr. Collier said he has long been REP 
concerned when the word demagog- Buf 
uery is used, since it certainly could ie 
be a two-way street. For instance, it Cle\ 
is always stated by certain factions | Colt 
that everyone over 65 or on social se-, Dail 
curity is in need of hospital and surgi-| Des 


(CONTINUED ON PAGE 45) { 
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‘Springfield Agents 


FieNATIONAL UNDERWRITER 


Speak Up At 


Company Interchange On Problems 


Springfield agents, at their confer- 
: ence with company executives at Rock- 


ld in- | 





ton, Ill., said that they agreed to rep- 
“and | resent the company primarily because 
to do | of the field men, although some of the 
orrect | 20 agents present inherited the com- 
f the | pany in purchasing another agency. 
. Ro- The conference was marked by 
1gres- | frank interchange of views on a diver- 

Assn, | sity of subjects currently engrossing 
ember | the business. 

Rep. The agents felt that fire special 
1gres- ; agents have the authority needed for 
nerits | effective operation, but casualty field 
E. H.' men are “bird dogs” and have to rely 
Msur- | almost encirely on their underwriters 
rator. | for approval or disapproval of risks. 
went There is really no need for multiple 
Con- | line field men. They should be special- 
issues | tists in either fire or casualty, in the 
lation | agent-conferees’ view. 

—_ | Field Force Indispensable 
eded, This led to the question of whether 
annot the company could operate if it had no 
orld,” field men but only specialists, such as 
ation | engineers, safety inspectors and similar 
eople technicians. It was agreed that the field 
itient | men are needed as liaison between 
re of | the agent and the company and is par- 
some | ticularly valuable in appointing new 
producers. 
Assn. | It was suggested that company un- 
it is | derwriters and field men switch roles 
ery it | occasionally in order to achieve better 
ought | understanding. The agents at the con- 
social , ference do not think that placement of 
en to} business is influenced when the field 
Ae man buys a lunch. In general, enter- 
tainment should be prudently con- 
| trolled but should not be cut off en- 
e in- | tirely since it often plays an important 
rican | role in agency relations. 
ne to In this regard, companies should 
pro- | maintain hospitality rooms at national 
nsur- | and state conventions of agents. Re- 
e : gional company representatives and 
f the| home office personnel should be on 








dical | Y l 
‘ical! Your counse 
3 the , . : 
irre-| is relied on with complete confi- 
| dence by your client. You'll safe- 

ched guard his interests — and yours — 
4. | when you point out the need for 
isid- : 
Not a factual, provable appraisal as the 
laws | only sound basis for determining 
ards. his insurance protection, 
uous 

ke LLOYD-THOMAS 
~ THE Ps co 
ica’s | Recognized Appraisal Authorities 
kind HOME OFFICE: 
eed, 4411 Ravenswood Avenue 

| Chicago 40, Ill. 

been REPRESENTATIVES COAST TO COAST: 
Buffalo Detroit Milwaukee 

it Cincinnati Grand Rapids Minneapolis 
e, 1 | Cleveland Houston New Orleans 
‘ions Columbus Indianapolis New York 
| se-, Dallas Kansas City _ Pittsburgh 
irgi- Des Moines Louisville St. Louis 

Los Angeles 


hand. Underwriters should be present 
as well as production men so that 
agents can meet those who have a di- 
rect bearing on their operations. 

The question of sales contests oc- 
cupied the conferees and evoked vary- 
ing reactions. One agent said: “I do not 


for our clients and do not want to be 
induced by a company conducting a 
sales contest.” 


Result: ‘Stealing And Twisting’ 
Another agent allowed three of his 
men to participate in this type of com- 
petition. The result was “stealing and 
twisting” of each other’s business. Still 
another producer had 10 representa- 
tives who were allowed to enter a 
contest. The agency realized $25,000 
in a new business, but the contest “dis- 
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other companies and the agency is now 
attempting to realign business. 

One company, which conducted a 
contest, paid lower commissions. An 
agent-conferee said that he preferred 
higher commissions out of which he 
could take his own trips. 

On the other side of the question, 
one agent permitted a sales contest but 
limited it to new business. There was 
no twisting. He felt it was necessary 
for the agency to appear in the-com- 
pany records as a contestant in order 


like them. We try to offer the best buy 


Business Builder... 


rupted” the proportion of business with (CONTINUED ON PAGE 53) 
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The Hartford’s National Roadside Program works 
all day, every day for local Hartford Agents! 


Three years ago The Hartford Insurance Group launched its National 
Roadside Sign program. Today, Hartford Agents throughout the entire 
country are participating in it— forming a powerful and impressive net- 
work of advertising that can be seen along the nation’s busy highways. 


Through this program, Hartford Agents’ names — displayed prominently 
with the famous Stag trademark—are kept before the public’s eye on a 
round-the-clock basis. It helps build prestige. It helps build business. 


Another big plus, Agents say, is the ‘‘tie-in’’ value the program provides. 
The program gives Hartford Agents an opportunity to identify them- 
selves with The Hartford’s national advertising which appears regularly 
in Life, Look, the Post and other major magazines. 





An te 
Simply stated, The Hartford’s Roadside Sign Program is one more way THE H A RT FO RD 
The Hartford works for the benefit of Hartford Agents everywhere. aia eae eee ck dein 

INSU ) J 
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HARTFORD FIRE INSURANCE COMPANY «+ HARTFORD ACCIDENT AND INDEMNITY COMPANY + HARTFORD LIFE INSURANCE COMPANY + HARTFORD LIVE STOCK INSURANCE 





COMPANY e¢ CITIZENS INSURANCE COMPANY OF NEW JERSEY * NEW YORK UNDERWRITERS INSURANCE COMPANY » TWIN CITY FIRE INSURANCE COMPANY 
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Minded 
People 





Today’s insurance marketing is geared to the demands of 
the buying public. One such demand is that bills be budget- 
able in predictable, convenient payments — like mortgages 
and autos, television sets and clothes. That’s why Royal-Globe 


created the RED SHIELD PREMIUM PAYMENT PLAN. 
Budget-minded people prefer the RED SHIELD PREMIUM 
PAYMENT for three main reasons: 

One, they don’t have to sign for this plan — no notes 
are involved; 

Two, they can pay monthly or quarterly; 


Three, the service charge is minimal — $2.25 per $100 
of annual premium on the monthly plan — $1.88 per 


$100 of annual premium on the quarterly plan. 


Ask your Royal-Globe fieldman to tell you more 
about this new marketing aid — the RED SHIELD 
PREMIUM PAYMENT PLAN, now available in 


most states. 





GLOBE 


INSURANCE COMPANIES new vork 38, New York 


ROYAL INSURANCE COMPANY, LTD. - THE LIVERPOOL & LONDON & GLOBE INSURANCE COMPANY LTD. - ROYAL INDEMNITY COMPANY - GLOBE 
INDEMNITY COMPANY - QUEEN INSURANCE COMPANY OF AMERICA - NEWARK INSURANCE COMPANY - AMERICAN AND FOREIGN 
INSURANCE COMPANY - THE BRITISH & FOREIGN MARINE INSURANCE COMPANY LTD.- THAMES & MERSEY MARINE INSURANCE COMPANY, LTD. 











| May 6-8, 


HeNATIONAL UNDERWRITER 


Conventions 


- . 4, Federation of Insurance Coun- 
ee od Grand Bahama Hotel, Grand 
Bahama Island. 

Feb. 8-9, Conference of Mutual Casualty Com- 
panies, fire and inland marine conference, 
Conrad Hilton Hotel, Chicago. 

Feb. 12-14, Health Insurance Assn., group in- 
surance forum, Drake Hotel, Chicago. 

Feb. 14-16, Michigan agents, annual, Sheraton- 
Cadillac Hotel, Detroit. 
Feb. 22, Milwaukee I-Day, 

Milwaukee. 

Feb. 22-24, Texas mutual agents, midyear, Com- 
modore Perry Hotel, Austin. 

March 5, Cleveland I-Day, Manger Hotel, Cleve- 
land. 

March 13, Pittsburgh I-Day, 
Pittsburgh. 

March 22-23, Conference of Mutual Casualty 


Schroeder Hotel, 


Hilton Hotel, 


Companies, underwriting, Conrad Hilton 
Hotel, Chicago. 

March 27-30, Pacific Insurance & Surety Con- 
ference, annual, El Mirador Hotel, Palm 
Springs, Cal. 

April 8-10, Wisconsin agents, annual, Schroe- 
der Hotel, Milwaukee. 


| April 9-19, Ohio mutual agents, annual, Bilt- 


more 4otel, Dayton. 

April 11-13, Southern Claims Conference, an- 
nual, Sheraton-Charles Hotel, New Orleans. 

April 19-20, Missouri mutual agents, annual, 
Governor Hotel, Jefferson City. 

April 26-27, Underwriting Executives Council, 
annual, Peabody Hotel, Memphis, Tenn. 
April 29-May 1, National Assn. of Insurance 
Agents, midyear, Western Skies Hotel, Al- 

buquerque, N. M 

April 30-May 1, New York mutual agents, an- 
nual, Hotel Syracuse, Syracuse. 

May 3-4, Conference of Mutual Casualty Com- 
panies, claims, Conrad Hilton Hotel, Chicago. 

May 3-5, Louisiana agents, annual, Broadwater 
Beach Hotel, West Beach, Biloxi, Miss. 

May 3-5, Tri-State mutual agents of Pennsyl- 
vania, Maryland & Delaware, annual, Du- 
Pont Hotel, Wilmington, Delaware. 

Alabama agents, annual, 
Semmes Hotel, Mobile. 

May 6-8, Iowa agents, annual, Hanford Hotel, 
Mason City. 

May 7-9, Health Insurance Assn., annual, Den- 
ver Hilton Hotel, Denver. 

May 7-11, National Assn. of Independent Ad- 
justers, annual, Fontainebleau Hotel, Miami 
Beach. 

May 8, Assn. of Casualty & Surety Companies, 
New York City. 

May 13-16, New York agents, annual, Concord 
Hotel, Kiamesha Lake. 

May 17-18, Arkansas agents, annual, Arlington 
Hotel, Hot Springs. 

May 17-19, Mutual agents of Virginia & D.C., 
annual, Thomas Jefferson Inn, Charlottesville, 
Va. 

May 19-25, Maryland agents, annual, sea voyage 
on Ocean Monarch, 

May 21, National Assn. of Mutual Casualty 
Companies, annual, Edgewater Beach Hotel, 
Chicago. 

May 21-23, American Mutual Insurance Alli- 
ance, Edgewater Beach Hotel, Chicago. 

May 21-25, National Fire Protection Assn., 
Society of Fire Protection Engineers, and 
Fire Marshals Assn. of North America, an- 
nuals, Sheraton Hotel, Philadelphia. 

May 24, National Board of Fire Underwriters, 
annual, Commodore Hotel, New York. 

May 24-26, National Assn. of Surety Bond 
Producers, annual, Broadmoor Hotel, Colo- 
rado Springs. 

May 27-39 American Assn. of Managing Gen- 
eral Agents, annual, The Greenbrier, White 
Sulphur Springs, W. Va. 

May 30-June 1, Florida agents, annual, Fon- 
tainebleau Hotel, Miami Beach. 

June 3-6, Insurance Accounting & Statistical 
Assn., annual, Royal York Hotel, Toronto, 
Canada. 

June 5-8, New Hampshire agents, annual, Mt. 
View House, Whitefield. 

June 14-16, Mississippi agents, annual, Edge- 
water Gulf Hotel, Edgewater Park. 

June 17-20, Conference of Mutual Casualty 
Companies, management, Jackson 
Lodge, Jackson Hole, Wyoming. 

June 18-22, National Assn. of Insurance Com- 


Admiral 


missioners, annual, Queen Elizabeth Hotel, 
Montreal. 
June 20-22, Georgia agents, annual, Corsair 


Motel, Jekyll Island, Ga. 

June 20-24, National Assn. of Public Insurance 
Adjusters, annual, French Lick-Sheraton Ho- 
tel, French Lic«, Ind. 

June 21-22, Wisconsin mutual agents, annual, 
Alpine Hotel, Feg Harbor. 

June 24-27, Insuranc~ Advertising Conference, 
annual, The ido Hotel, Long Beach, Long 
Island, New York. 

June 24-27, International Assn. of Health Un- 
derwriters annual, Fontainebleau Hotel, 
Miami Beach. 

June 25-28, Virginia agents, annual, Cavalier 
Hotel, Virginia Beach. 

July 12-14, International Assn. of Insurance 
Counsel, annual, Greenbrier Hotel, White 
Sulphur Springs, W. Va. 

July 29-Aug. 4, NACCA Bar Assn., annual, 
Denver Hilton Hotel, Denver. 

July 31-Aug. 3, Federation of Insurance Coun- 
= annual, Hotel Vancouver, Vancouver, 
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WHO ARE 
THEFRIENDS 
OF BILL 
AND CHARLIE 


O 


Who is it who says “Hi, Bill...Hi, Charlie” 
...at church, on the golf course, or at 
your local civic luncheon? Not the insur- 
ance company loss-executive—he lives far 
away in a big city. He doesn’t know Bill 
and Charlie. And what about the adjuster, 
who lives nearby? He has his own prob- 
lems, his own business life. He doesn’t 
know Bill and Charlie either. 

But you know them. And they know you. 
Make sure you keep their good will. One 
time to be on the alert is when Bill or 
Charlie has a claim. (Or Bill or Charlie’s 
relative, or friend, or mere acquaintance). 
Word spreads fast when somebody has a 
fire. Word spreads just as fast—maybe 
faster—when you step in and make sure 
that Airkem Smoke Odor Service is called 
in on the loss. Bill tells Charlie: “I was 
back in business next day—all the stinking 
smoke odor in my store was gone over- 
night!” Or Mrs. Charlie tells Mrs. Bill: 
“My drapes, bed-linen and upholstery 
smelled just awful—but the Airkem 
people got rid of every whiff in just one 
afternoon!” 


Is the moral clear? Let it sink in: you, the 
agent, are the one who gets the biggest, 
most immediate and most lasting benefit 
from Airkem SOS. The company and the 
adjuster, they get valuable benefits too. 
But you and Bill and Charlie are the ones 
who live with the loss. Airkem SOS can 
be your best friend in time of emergency 
—Bill’s and Charlie’s best friend too. 

New! Sound-film, “The Nose, Friend 

or Foe,” available for your meetings. 


AIRKEM 

For a Healthier 
Environment through 
Modern Chemistry 


airkem, 


SOS 


AIRKEM, INC., 241 E. 44th St., New York 17, N.Y. 








E. Kenneth O’Brien 


Reinsurance 





Continuing Counsel 


84 William Street, New York 38,N.Y. 
Tel. Digby 4-8340 
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HeNATIONAL UNDERWRITER 


Agent Can Make His Own Market Survey 


The Aetna-izer, publication of Aetna 
Casualty, outlines a formula an agent 
can use to determine the potential 
insurance business in his community. 
There may be many formulas but the 
one outlined in the Aetna-izer was 
developed by a veteran field man. 

Using a town of 10,000 for illustra- 
tion, the formula assumes an average 
of three persons per family. Thus in a 
town of 10,000 there would be approx- 
imately 3,300 families. Of this number, 
70%, or 2,310, own automobiles. At a 
premium of $100 per car, there is $231,- 
000 in automobile premium available. 

Assuming the 3,300 families are pros- 
pects for homeowners at $60 a year 
premium, the town has a _ potential 
homeowner volume of $180,000. 

Seven out of 10 families should be 
prospects for A&S and hospitalization, 
which means a potential of $429,000. 

The agent can get an estimate of the 
commercial establishments by count- 
ing the number of entries on one page 
of the yellow pages of the telephone 
book and multiplying by the total num- 
ber of such pages. If there are 750 busi- 
ness firms, an average annual premium 
of $300 would mean a $225,000 poten- 
tial. 

The total of the four “potentials” is 
$1,065,000. In addition, there would be 
the premiums for large risks. 

How much of this should the agency 
write? The Aetna-izer points out that 
this would depend on how many agents 
there are in the town. The agent can 
set his own goal. The Aetna-izer then 
goes on to emphasize the importance 





L. A. Adjuster, 10 Others, 


Sentenced For Phony Claims 


LOS ANGELES—A claims adjuster 
and 10 others were sentenced recently 
to varying punishments for fraudulent 
claim activities, superior court records 
reveal. Los Angeles claims bureau of 
the Assn. of Casualty & Surety Com- 
panies cooperated with legal authori- 
ties in the investigation of the case. 

Lee C. Isom, the adjuster who had 
worked for different companies around 
Los Angeles for 10 years, was sen- 
tenced to five months in the county 
jail and probation for two years. Each 
of the ten others was sentenced to 
one year summary probation and a 
$100 fine. 

Investigation determined that Mr. 
Isom, in adjusting genuine accidents, 
added 22 phony claimants as passen- 
gers in the cars of legitimate claimants. 
The 10 others convicted cooperated 
with him in the fraudulent claims 
paid by his company. 


of new business—new houses, new cars, 
and new families. Also, it is likely that 
many families in the town do not have 
all the protection they need, nor do 
many of the commercial firms. 

The agent who uses some such 
formula to determine his total poten- 
tial market can then set a reasonably 
realistic production goal for the coming 
year. 


Price Promoted 

James L. Price has been promoted 
to production manager at Detroit by 
American group. He began in insur- 
ance with American in 1951 as a pre- 
mium auditor at Detroit. Two years 
later he became an underwriter and 
in 1957 was named a special agent in 
the production department. He was 
advanced to production supervisor last 
year, the position he has held until 
his present promotion. 


Home Owners Elects 


Lueders President 


Ralph J. Lueders has been elected 
president and a director of Home Own- 
ers of Chicago. He had been executive 
vice-president and a director of First 
Federal Savings & Loan Assn. of Chi- 
cago. 

Mr. Lueders started his business ca- 
reer as executive assistant to the vice- 
president in charge of Marshall Field’s 
real estate division. He joined First 
Federal in 1941 and was named to his 
most recent post in 1954. He is a di- 
rector of M.&J. Diesel Locomotive Fil- 
ter Co., lst vice-president of Federal 
Savings & Loan Council of Illinois, and 
a faculty associate in the school of 
business and economics of Indiana Uni- 
versity. 


Continental Casualty Names 


Supervising Underwriter 


Andrew C. Wurst has joined Con- 
tinental Casualty as supervising under- 
writer in the national accounts divi- 
sion of the liability underwriting de- 
partment. 


Form New Okla. Insurer 

At Tulsa, Old Liberty Ins. has been 
granted perpetual charter of incor- 
poration listing capital stock of $500,- 
000. Incorporators are Rex D. Frates, 
Robert E. Clark and Don Nix, all of 
Tulsa. 

Zurich has moved its Boston branch 
office to 141 Milk Street. Gaylord E. 
Bruce is manager. 
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Its creation was brought about by the post-civil war 
wave of incendiarism, frequent city-wide fires and 
general chaotic conditions of the fire insurance business. 


In 1925 GULF INSURANCE WAS ORGANIZED- 
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Operating exclusively on the ‘‘American Agency System”’ 
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(CONTINUED FROM PAGE 13) 
ganization of these procedures has 
helped to speed up operations and per- 
mit furnishing results more expedi- 
tiously. 


Cooperative Activities 


Mr. Parker said that Inter-Regional’s 
executive committee and its regional 
advisory committees have continued to 
hold meetings with the conference 
committees of National Assn. of In- 
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FeNATIONAL UNDERWRITER 


Parker Reviews IRIC’s Wide Activity 


surance Agents and the four territorial 
conferences. He hopes that following 
each conference there is better appre- 
ciation that a national advisory organ- 
ization is not insulated from the spe- 
cific problems of each major region 
of the country. 

With the cooperation of the uniform 
forms committee in the middle west 
and the standard forms bureau on the 
Pacific Coast, Inter-Regional’s central 
forms committee has been able to im- 
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American International Building, 1 Robinson Road, Singapore 


IN SINGAPORE @ & # or anywhere else in the 


free world — outside North America — AIU is equipped to handle all types of 


insurance for your clients. 


AIU policies are written on behalf of long-established U.S. insurance companies. 
Yet, they are tailored to the insurance peculiarities and to the laws and customs of 


the places where the risks are located. Claims are adjusted 


“on the spot” and 


losses are paid quickly—in any currency in which premiums are paid, including 


U.S. dollars if local laws permit. 


Remember .. 


. you need not be experienced in handling overseas risks to partici- 


pate in this growing field. Call or write the AIU office nearest you and let us 


show you how simple it can be for you. 
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prove economy of distribution of fire 


and multi-peril forms to agents and 
companies under a combined order 
blank for each state. From this change 
in procedure, savings to the more than 
450 companies subscribing to form 
services of these organizations are es- 
timated at over $50,000 annually for 
the middle west alone. 

The basic work leading to desired 
consolidation of eastern forms is now 
in an advanced stage, through the co- 
operation of the several rating organi- 
zations involved. It is anticipated that 
the eventual operations will include 
centralized distribution of fire forms 
upon agents’ order, combined with 
central forms committee distribution 
in the 12 eastern states. The ultimate 
economy of this program of standard- 
ized form distribution will be apparent, 
Mr. Parker declared. 


Progressive Moves 


He explained how the special multi- 
peril policy program has been expanded 
with the recommendations of the apart- 
ment house and office programs. The 
former is now adopted in 42 states, 
and the latter in 35. Boiler and ma- 
chinery has been introduced as part 
of the special program. There is much 
interest in the optional availability of 
the special office contents form as 
part of the office program. This is un- 
der consideration, together with a gen- 
eral review of the existing programs. 
It is hoped to have recommendations 
ready within a short time. A retail 
store program is also being developed, 
Mr. Parker reported. 

He said the initial form of statistical 
plan for the special program was not 
satisfactory, and considerable effort 
was given to the development of a 
more simplified program plan. The re- 
vised plan was recommended for 
adoption after study with the various 
cooperating segments of the business, 
with National Board serving as statis- 
tical agency. A revision of the office 
contents form has been under study 
for the purpose of up-dating various 
features and of making the revision 
available for the office program. 


Modernized Forms 


During the year, a large number of 
general as well as specialized forms 
were either modernized or developed 
for recommendation to the fire rating 
organizations. The revised forms in- 
cluded the broad and special dwelling, 
the extended coverage endorsement, 
inherent explosion clause, improve- 
ments and betterments, and a num- 
ber of the time element forms. 

A special EC endorsement was de- 
veloped and recommended, together 
with appropriate rating treatment as 
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an all-risk form available for buil 
coverage for commercial and non-man- 
ufacturing properties. While the form 
is somewhat more restrictive in its 
exclusions than a deviation filing of a 
comparable nature, it is believed to be 
better suited for general application 
under bureau filings. A companion all- 
risk extension for builders’ risks has 
also been recommended in _ recent 
months. This is a location form but is 
designed to provide the desired all-risk 
cover for property in construction at 
the building site, Mr. Parker said. 


ling 


Other Developments 


As a result of the interest shown by 
agents at several conference committee 
meetings, a non-chargeable off-pre- 
mises extension for machinery and 
equipment temporarily removed from 
the premises was recommended for in- 
clusion in general property forms. This 
coverage is applicable where 80% or 
higher coinsurance is carried, and ex- 
tends a limited amount of coverage 
to such equipment when removed for 
purpose of repairs or renovation. 

Extensive work has been done by 
the staff and the actuarial committee 
in the development of an acceptable 
and practical method of treating with 
the catastrophe element in the review 
of rate levels by rating organizations. 
At present there is no completely sat- 
isfactory method for handling the sub- 
ject of catastrophe loss, either by state 
or zone. This subject was referred to 
the rate level adjustment committee 
after initial exploration by appropriate 
committees of National Board. 


Subcommittee Appointed 


Subsequent to the beginning of this 
study, National Assn. of Insurance 
Commissioners appointed a subcom- 
mittee which requested the assistance 
of the industry. Discussions have been 
held with the subcommittee on some 
of the initial conclusions of the ac- 
tuarial committee. Mr. Parker is hope- 
ful that recommendations of the ac- 
tuarial committee can be finalized 
within a reasonable period for pre- 
sentation to senior committees. Be- 
cause the subject bears very closely on 
matters associated with the under- 
writing profit formula, National Board 
is being fully informed. 

Mr. Parker revealed that under its 
qualification as an advisory organiza- 
tion, Inter-Regional is now being ex- 
amined by the insurance departments 
of California and New York. This is its 
first examination, although certain of 
the predecessor organizations merged 
in the reorganization had previously 
been examined. The examination has 
been going on for the past six months 
but recommendations will not be 
known until its completion. 


surance Service 


Geared to the needs of the professional agent and broker. 


* Excess Liability, any nature 
Liability 

* Errors & Omissions 

* Liquor Liability (Illinois) 

* Personal Accident 

* Livestock Mortality 


* Malpractice 


* Auto Physical Damage 

* Contingency Ins. 

* OL&T Liability 

* Manufacturer’s and 
Contractor’s Liability 

* Products Liability. 


Vo quotas — no minimum volume 


Write .. 


. wire .”. 


. or phone 


for complete information or quotation: 


Vickery, Hoyt and Graham, Inc. 
175 W. Jackson Blvd. e 
* WAbash 2-2862 


Chicago 4, Illinois 
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Cites Importance Of Insolvency Cover 


(CONTINUED FROM PAGE 10) 
figures are not yet available, but ac- 
cording to Dun & Bradstreet, in 1960 
there were 15,445 business failures of 
record. There were actually many more 
than this. For example, the companies 
that offered compromises (less than 
full settlement) that were accepted did 
not get into the records. 

Among the recorded failures of the 
15,445, 2,612 were manufacturers and 
1,473 were wholesalers. Many of them 
got into trouble because they couldn’t 
collect money owed to them. Of the 
2,612 manufactures, 11.8%, or 308, 
failed because of receivable difficulties. 
Of the 1,473 wholesalers, 16.4%, or 242, 
failed because of receivable difficul- 
ties. 

When these manufacturers and 
wholesalers became insolvent, they in- 
volved thousands of creditors. This 
chain effect of bad receivables created 
still more bad receivables. These are 
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examples of misplaced faith in debtors. 

Take a look at a 1961 compromise 
case. This firm hasn’t even failed, but 
it has involved creditors for tremend- 
ous amounts of money. A year ago this 
company was in good shape—so good in 
fact that 49 banks and three insur- 
ance companies loaned it $13,500,000, 
unsecured. Not one of them asked for 
collateral. The company enjoyed a top 
credit rating by a leading mercantile 
agency. 

American Credit Indemnity was on 
this risk for two principal amounts, 
$500,000 in one case and $200,000 in 
the other. All at once they couldn’t pay 
their bills to suppliers. The firm is not 
insolvent, but it has so little cash it 
cannot go on without help. Receiv- 
ables amount to $22 million, of which 
25% or $5,500,000 are worthless. In 
liquidation of the balance, it will cost 
another $4.5 million in collection fees. 
Creditors are not going to get much. 
Claims were created under our policies 
by placing the account in our hands 
within three months of the origin 
due date. We paid our obligation with- 
in a short period after default. Our in- 
sured was handed a check for the 
amount owed to them. Working capital 
was put back to work. 


Another Case 


Another large company, a retail shoe 
chain, got into trouble because of a few 
bad leases—poor and unprofitable lo- 
cations—plus the prolonged automobile 
workers strike, plus three bad snow 
storms, which kept customers at home. 
All of a sudden, they couldn’t pay their 
bills. They had shoes valued at $5.5 mil- 
lion, and no one wanted them. They 
needed a whole new inventory for 
1961 Easter sales. Theirs was largely 
a high style line. We paid nearly $1 
million in this case because several 
shoe manufacturers had _ protected 
themselves. 

There are many other examples of 
surprise failures. The big ones can fail, 
as is pointed out rather forcefully in 
the present recession. When the big 
ones do fail, they drag others with 
them. This economic waste could be 
avoided and should be avoided. 

The combined credit insurance facil- 
ities in the U.S. protect about $12 bil- 





Economy Plan Insurance 
Is Registered As Trade 
Mark By National Mutual 


National Mutual of the Celina Mu- 
tual group was successful in having 
its trademark, “Economy Plan Insur- 
ance,” registered by the U. S. Patent 
Office on Nov. 14. 

“Economy Plan Insurance” is the 
identification of the original plan ini- 
tiated by National Mutual in 1956 
to provide low cost auto insurance. 
It now includes fire, homeowners, 
personal liability policies and inland 
marine. 

This plan is so arranged that an 
agent has the option of issuing the 
first policy or having the company 
do it and, thereafter, renewal certifi- 
cates and billings are mailed by 
the company to the insured. 


Standard Accident Names 
Alliston, Flechtner, Haley 


Standard Accident has promoted 
Robert B. Alliston from casualty un- 
derwriter to field representative in 
the New Jersey office. Fred F. Flecht- 
ner and Francis W. Haley have joined 
the company there as field representa- 
tive and engineer, respectively. 


lion dollars of shipments annually. 
Quite often this guarantee is used to 
support a bank loan to tide the creditor 
firm over a rough spot when his work- 
ing capital has to be bolstered tem- 
porarily. In other instances the credit 
insurance guarantee is used to increase 
a line of credit with a principal sup- 
plier. When this is done, the supplier is 
made a collateral beneficiary under the 
policy. The benefits of the policy are 
assigned to him. 

In the final analysis, a shipment of 
merchandise by a manufacturer or 
wholesaler represents the equivalent of 
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a cash loan. It is money loaned in the 
form of merchandise. The credit insur- 
ance contract is, in fact, an endorse- 
ment of the debtor’s promise-to-pay. 
This added security can make any 
progressive company more effective in 
the realization of its profit potential. 
Then when the trouble develops and 
defaulted accounts receivable become 
claims under the insurance contract, 
the loss settlement can spell the dif- 
ference between survival and ‘discon- 
tinuance. The money replaced as work- 
ing capital usually spells the difference 
between profit and loss. 
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Hard-To-Place 
Liability Risks 


When faced with the opportunity to underwrite 
successful producers 
from coast to coast have developed the habit of 
contacting Central Casualty Company 
of our conveniently located General Agents — 
for experienced counsel and practical assistance. 
Prompt quotations? Of course! Find out how our 
experience in handling out-of-the-ordinary liabil- 
ity risks can help you toward a substantial share 
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Asociacion Norteamericana de Seguros Extranjeros 


.--FOR YOUR CLIENTS’ 
FOREIGN 
INSURANCE 
NEEDS 





Kent G. Tyler 


Manager 
San Francisco Branch 


Amerikanische Avslands Versicherungs Vereinigung 


Whatever the language, the problem is the same: how to get the best 
possible insurance protection for your client’s overseas interests. For 
the American Foreign Insurance Association (and that’s what the 
foreign languages above are saying), this isn’t the problem it might 
appear to be. We know what types of insurance U. S. businesses 
need abroad because of our close liaison with our several thousand 
branches and agencies throughout most of the free world. 


Today more and more U. S. businesses are entering foreign markets; 
perhaps some of them are your clients or prospects. As AFIA mana- 
ger for Northern California and the Pacific Northwest, I, or my 
counterpart in your part of the country, will be happy to discuss with 
you the fire, marine and casualty insurance, or surety needs of your 
clients anywhere in the world. You'll have the assurance that the 
final program will fill the needs of your clients and at the same time 
meet the requirements of the foreign country involved. 


++. Member companies... 







AETNA 
THE HOME 
ST. PAUL F&M 
WESTCHESTER FIRE 
GREAT AMERICAN 
SPRINGFIELD “C, 
GLENS FALLS 


BOSTON 
RELIANCE 
HARTFORD FIRE 
ao UNITED STATES FIRE 
FIREMAN’S FUND 
THE AMERICAN 
THE PHOENIX 


? 
% 
* 
Ay 
aie 


SF 
°REMost Insv® 





ee? 


e NEW YORK HEAD OFFICE, 161 William St., New York 38, N.Y. « 


AFIA : 


LOS ANGELES (3400 W. 6th st.) > SAN FRANCISCO (235 Montgomery St.) » DALLAS (1712 Commerce St.) 








Occidental Life, N.C., 
Forms Fire, Casualty 
Unit, O'Bryan Head - 


Occidental Life of North Carolina 
has formed Occidental Fire & Casualty 
Co., licensed initially in 11 states in the 
area. The company will put special 
emphasis on transportation insurance. 

Occidental Fire & Casualty is the 
successor corporation to an inactive 
multiple line company whose charter 
Occidental Life bought several months 
ago. Its offices will be in Raleigh and 
Denver. Officers are William H. 
O’Bryan, president; Lawrence A. Long, 
secretary, and R. P. Woodson III, 
treasurer. Directors, in addition to the 
officers named are: M. F. Browne, Ed- 
gar Faust, J. B. Headley Jr., and L. F. 
Lee Jr. 

Mr. O’Bryan has been vice-president 
of the group of Tulsa. He was with 
Oklahoma Compensation Rating Board 
in 1937, after which he joined Tri-State 
as underwriter. 


In American Post 

John W. Copeland Jr. has been trans- 
ferred by American from Los_An- 
geles to Milwaukee where he has been 
made group A&H manager. He began 
with Continental Casualty in 1957, 
worked in the Chicago branch and in 
the midwest until 1959, when he was 
transferred to Los Angeles. In 1960 he 
joined American. 


Hasse Named To Investment 
Post At Reliance And Pilot 


Richard D. Hasse has been elected 
assistant secretary of Reliance and Pi- 
lot. He will continue as assistant treas- 
urer of Standard Accident, located in 
Philadelphia as an executive of the 
Reliance-Standard group investment 
department. Mr. Hasse joined Standard 
Accident in 1935. He served in a vari- 
ety of positions in the investment de- 
partment and in 1951 was named man- 
ager of that department. Mr. Hasse was 
elected assistant treasurer of Standard 
Accident in 1954. 

Wilson Joins Rollins Burdick Hunter 

Donald A. Wilson has joined Rollins 
Burdick Hunter as assistant vice-presi- 
dent. He had previously been with 
Continental Casualty and Associated 
Aviation Underwriters. 
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Thacher Approves Raie 
Boost For Rochester 
Area Blue Shield Plan 


Superintendent Thacher of New 
York has approved an amended ap- 
plication for rate increases by Genesee 
Valley Medical Care (Rochester area, 
Blue Shield). The plan’s original ap- 
plication was amended after the de- 
partment concluded that the rates it 
proposed were excessive and as such 
would be disapproved. The new ap- 
proved rate, applicable to the surgical- 
obstetrical contract only, is the first 
increase for Rochester Blue Shield in 
10 years. 

Under the old group rate schedule, 
monthly costs were 92 cents for a sin- 
gle person and $3.38 for a family, while 
direct payment quarterly rates were 
$3.13 for a single person and $11.15 for 
a family. Under the new schedule, the 
group rate is $1.52 monthly for a single 
person and $4.52 for a family, and the 
quarterly direct payment rate is $5.88 
for a single person and $15.39 for a 
family. 


Account Underwriting 
Inevitable, Varney Says 


(CONTINUED FROM PAGE 19) 

of the physical coverages for a good 
risk because of his dislike of providing 
high liability limits for such risks as 
churches and schools. A poor exposure 
under a package policy will absorb too 
much of the premium under the whole, 
so that there is no premium left for the 
possible catastrophe loss. 

In Badger Mutual, he said, a team of 
casualty and commercial underwriters 
underwrite the new multi-peril poli- 
cies. When an underwriter is comple- 
tely trained in both fire and casualty 
the company might consider having one 
underwriter do the entire job. But it 
would take several years to make such 
training effective. In addition, com- 
panies have to train field men and 
engineers, if they have engineers, in 
all of the coverages involved. 

In a motel in Wisconsin a gas wall- 
furnace exploded and severely burned 
a man and his wife, tenants in the 
room. Would the fire underwriter have 
given consideration to the medical 
losses that could result from such an 
occurrence? Is the company prepared 
to provide the products coverage for 
the motel with a restaurant or bar, or 
the apartment with a delicatessen food 
shop operated by the apartment owner? 

Can the insurer provide the fidelity 
coverages, or some of the newer op- 
tional coverages such as boiler and 
machinery explosion, or personal in- 
jury coverage? Does the insurer have 
the facilities to engineer the boiler 
coverage, which should not be written 
without proper inspection service? 

Mr. Varney said that his company 
keeps records only by agency, except 
for the liability records on commercial 
business by risk. A change to account 
underwriting would considerably in- 
crease the cost of operations because of 
the account records which would have 
to be established and maintained. There 
is also the equipment for such records, 
floor space, and personnel. Since these 
account records should provide the 
complete story of coverages and pre- 
mium, it would also be necessary to set 
up loss records by account. Only by that 


| method would the underwriter know 


ATLANTA + CINCINNATI + DALLAS 
KANSAS CITY +» LOS ANGELES +» OAKLAND 
PORTLAND + SAN FRANCISCO «© SEATTLE 


when an account was approaching 
undesirability. 

J. P. Leatherman agency, Lansing, 
has been sold to M. L. Munk agency 
following the recent death of Mr. 


| Leatherman. 
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Agent Can Create Market To Buy Agency 


Whether the agency is a sole pro- 
prietorship, a partnership, or a cor- 
poration, it has problems to meet upon 
the death or retirement of any of the 
principals, Irving L. Shimberg, Syra- 
cuse, N. Y., agent, told those attending 
Insurance Education Day sponsored by 
the CPCUs there. The problem, of 
course, is most acute in the sole pro- 
prietorship or one man agency, because 
in many such cases, the successor who 
can continue the agency is not readily 
available. In this situation, a successor 
must be found who can step in when 
the owner dies or retires. 

The proper time to prepare for con- 
tinuation of an agency is during 
the prime years of the agency’s suc- 
cess, Mr. shimberg said. 

The partnership is generally dis- 
solved by death of a partner and it 
presents a serious hazard to the con- 
tinuation of the business. Unless prior 
precautions are taken by suitable pro- 
visions in a partnership agreement, 
the death of a partner can destroy a 
large part of that agency’s value to the 
heirs of the deceased agent as well as 
the surviving partners. 


Liquidation 

Further, upon the death of a partner, 
unless prior agreements for continua- 
tion have been entered into, the nor- 
mal business operations of a partner- 
ship must cease and the surviving 
partners must liquidate the business. 
This does not mean that the surviving 
partners cannot continue in business. 
Negotiations must then be entered into 
with the estate of the deceased partner 
for the continuation of the agency by 
the survivor. 

The need for agency continuation is 
also present in the incorporated agency, 
especially when it is closely held. The 
death of a principal stockholder might 
seriously effect the business continuity 
because usually the principal stock- 
holder is the prime force in the opera- 
tion of the agency. 

If no arrangements for continuity 
are made, the estate of an agent is 
left with a valuable asset which de- 
creases immediately upon his death 
and continues to decrease at an alarm- 
ing rate until, in many instances, the 
ownership of the expirations is value- 
less. 

Mr. Shimberg said that on numer- 
ous occasions his agency has had busi- 
ness come in unsolicited because the 
client no longer felt confidence in an 
agency without a principal to deal 
with. Quite often the widow was forced 
to get into the agency and take an 
active part in a business about which 
she had only a dinner table conversa- 
tion knowledge. This soon becomes evi- 
dent to insured, and he looks for an- 
other agency so he can get the service 
to which he is entitled. 

In 1945 after many years in business, 
Mr. Shimberg and his partner decided 
that the perpetuation of the business 
and its growth potential would be jeop- 
ardized unless they brought in young 
men who would have better contacts 
with the younger generation. They 
found such a young man who was 
willing to come into the agency for a 
nominal wage and learn the business. 

It was agreed from the start that if 
he liked the business and had the abil- 
ity to perform well, he would be made 
a member of the firm with the priv- 
ilege of ownership. It is important 
that he was a salaried employe, he 
did not own expirations, he did not 
have his own accounts, he became 
a part of the team of Shimberg & 
Gerber as he acquired knowledge and 
was used in the service of any and 


every account in the office. 

In this way the two older partners 
created in advance a market for the 
sale of the agency and assured their 
estates of a sale to a man or men 
capable of continuing the agency and 
maintaining the confidence of clients. 
To minimize the danger of a qualified 
man leaving to start an agency of his 
own an ownership opportunity usually 
must be offered after the trial period 
proves the new man’s sales ability, 
business sense, and personal charac- 
teristics. The agency later brought in 
two additional young men in the same 
manner. 


Buy As They Go 


The younger men leave a portion of 
their earnings in the business each 
year, and they are gradually acquiring 
ownership. There is a buy and sell 
agreement which fixes the price and 
guarantees Mr. Shimberg’s estate a 
value which has been greatly enhanced 
by the additional business developed 
by the young men. This does not mean 
that he has asked the young men to 
build up the agency and then buy it at 
the higher price. This was avoided by 
fixing the value of the goodwill in the 
buy and sell agreement. 

For the small agent it would be a 
hardship to put an employe on the 
payroll to protect his asset value. 
Where this is the case, Mr. Shimberg 
recommended that the agent seek out 
a friendly competitor and arrange for 
a merger which is equitable to both, 
along with a buy and sell agreement 
in the event of the death of one of the 
new partners. This has been done 
with as many as five competitor agents 
at one time with great success. 

For the one man agent who does not 
feel he can be a partner or in business 
under the same roof with competi- 
tors, Mr. Shimberg suggested entering 
into a purchase agreement with a com- 
petitor, so that upon the agent’s death, 
the competitor will pay for expirations 
he is waiting to swoop down upon now. 
Conversely, the agreement would pro- 
vide that the one man agency would 
have to do the same thing in the 
event of competitor’s death. The ad- 
vantage of course, is that a fair mar- 
ket will be arrived at through negotia- 
tion between the two principals during 
their lifetime. 


LONG HAUL 
TRUGK SPECIALISTS 
FOR 18 YEARS 


INSURANCE COMPANY 
P. O. Box 2575 Jacksonville 3, Flaw... ; 


JAMES PAIR PERSONNEL SERVICE 


OM @ hate meii- ela -Vilelitic 


Complete coverage in insurance fields 


E. B. Powell—Manager Insurance Placements 
Main Office Next.To Dinkler Plaza Hotel 


520-533 FORSYTH BLDG. ATLANTA 3, GA. 
PHONE 525-5531 
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Automobile Physical Damage Insurance 


The conservatively operated Stock Company, admitted in Missouri, Illinois, In- 
diana, Kentucky, Ohio, Michigan, Louisiana, Arkansas and Oklahoma, specializ- 
ing in Auto Physical Damage Insurance, has 
OPENINGS AVAILABLE FOR AGENCY CONNECTIONS 
If you have a volume of this business, it will be to your advantage to 
place it with a Specialty Company. 


Send your inquiries to MANCHESTER INSURANCE & INDEMNITY COMPANY, 
9929 Manchester, St. Lovis 22, Missouri. 


A CAPITAL STOCK COMPANY 


Vanchester Jasurance & Indemnity [‘ompany 


Cincinnati, Ohio 


Executive Offices—St. Louis 22, Missouri 
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Editorial Comment 
Things Are Bad All Over 


Comments from England that reflect 
the state of insurance affairs there 
were made at a recent meeting of 
Corporation of Insurance Brokers in 
London. Major T. M. Whittall, presi- 
dent of the group, said: 

“As on the underwriting side, the 
work of the broker each year becomes 
more complicated and difficult. Now 
the broker apparently has the added 
responsibility of fixing the rate. It has 
been stated on more than one occasion 
that the unfavorable underwriting fig- 
ures were in large part due to rate 
cutting by brokers. 

“Is this more or less the same thing 
as saying that underwriters are abdi- 
cating in favor of the brokers—hull and 
motor insurance always excepted? Per- 
haps the main reason for the unfavor- 
able underwriting experience lies else- 
where, 


“In industry, the whole emphasis is 
on turnover. The word profit has al- 
most become a dirty word. Is this com- 
mercial tendency now just as strong in 
the insurance industry and have the 
results of the companies’ investment 
policies taken pride of place over the 
results of the insurance policies? And 
have we got to the stage when a fall in 
premium income is considered a re- 
flection on the underwriting side and, 
as some say, are the insurance com- 
panies gradually becoming nothing 
more than investment trusts?” 

He concluded, however, that the in- 
surance business is a good one to be in, 
first because of the character of the 
people in it and second because “gen- 
erally speaking, there has been no in- 
terference by the state, which has 
allowed the insurance industry to run 
its own business.”—K.O.F. 





Personals 


Walter J. Pearson, president of the 
Portland general agency bearing his 
name and an Oregon state senator, has 
announced his candidacy for Democra- 
tic nomination for governor in 1962. 


Deaths 


R. E. JEFFERIES, San Antonio agent 
since 1931, died. 


LOUIS C. HENKE, of the William 
Klappert agency, Cincinnati, died after 
a prolonged illness. 


MILO B. ALEXANDER, 62, local 
agent for 27 years at Bad Axe, Mich., 
died in Lansing while attending a 
company convention. He had had earl- 
ier agency experience in Lansing and 
Grand Ripids. A veteran of WWI, he 
was in the state fire marshal’s office 





for a tive during WWII, and he had 
recently been serving as a justice of 
the peace. 


GEORGE E. O’DONNELL, 76, inde- 
pendent adjuster at Chicago for more 
than 50 years, with offices in the In- 
surance Exchange Building, died. In 
the early 1920s he became a state de- 
puty fire marshal and held the position 
for 40 years. 


KENNETH G. BALGORD, 49, Mis- 
sissippi and Louisiana regional man- 
ager of Badger Mutual, died. He had 
been with Badger Mutual since 1948. 
His insurance career included experi- 
ence as a rating engineer for the Fire 
Insurance Rating Bureau of Wiscon- 
sin. 


SAMUEL J. FLEISCHMAN, 54, 
counterman with America Fore Loyalty 
group in the Cook County metropolitan 
department in the western department 
at Chicago, died in Mount Sinai Hos- 
pital. He had been with the group for 
30 years in various capacities, mostly 
with Niagara Fire. 


JAMES B. WALLACE, 92, Kansas 
City agent, died after a brief illness. 
Mr. Wallace was president of Insur- 


ance Agents of Kansas City in 1918. 
Prior to serving as president, he was 
chairman of the reorganization com- 
mittee of that local board when it was 
reconstituted in 1913 following the 
establishment in Missouri of a fire 
insurance rating bureau. He was a 
director of the Kansas City Fire Under- 
writers Fire Patrol from 1920 to 1951 
when the patrol was disbanded. He 
was treasurer of Missouri Assn. of 
Insurance Agents between 1928 and 
1930 and was active and instrumental 
in the reorganization of the national 
association in 1917 and 1918. 


WILLIAM E. McKENZIE, 53, Cor- 
dele, Ga., agent, died in Crisp County 
Hospital. 


CORNELIUS S. TUCKER, 54, a sec- 
retary of American Foreign Insurance 
Assn., died at his home at Massepequa 
Park, N. Y. Since 1959 he had super- 
vised AFIA’s activities in several Latin 
American countries. His foreign serv- 
ices began in 1932 as a branch assist- 
ant at Rio de Janeiro. Five years later 
he was named supervisor for Argen- 
tina and Uraguay. In 1950 he returned 
to the home office as a superintendent 
in foreign administration. 


WILLIAM E. D. BALDWIN, 80, re- 
tired manager for Canada of America 
Fore, died suddenly at Montreal. He 
had been with the group 45 years when 
he retired in 1957. He was a former 
president of Canadian Underwriters 
Assn. and a vice-president of Dominion 
Board of Insurance Underwriters. For 
37 years, Mr. Baldwin was associated 
with All-Canada Insurance Federation 
as secretary, president and honorary 
president. He had also held prominent 
posts with Underwriters Laboratories 
and had been a director. 


ERNEST F. MULLER, 55, assistant 
manager of the New York City divi- 
sion of the eastern department of 
America Fore Loyalty, died in the 
hospital at Flushing, N. Y. after a 
short illness. He had been with the 
group almost 40 years. 





Midwest Insurance Auditors 


Name Ralph Bemis President 

Midwest Insurance Auditors elected 
Ralph A. Bemis, Liberty Mutual, presi- 
dent at the annual meeting. He suc- 
ceeds R. W. Larsen, U.S.F.G. 

Robert Earp, Continental Casualty, 
was named vice-president; Joseph 
Brophy, Commercial Union, secretary, 
and E. G. Gregory, Ohio Casualty, 
treasurer. 
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Stocks 


By H. W. Cornelius of Bacon, Whipple & Co,, 
135 S. LaSalle St., Chicago Dec. 26, 1961 








Bid Asked 
s $ 
Aetna Casualty . 145 152 | 
Aatee Ve ccces.s:: 161 i165 
American Equitable . 26 27% | 
American, Newark ........... 32 33% | 
American Motorists .......... 2912 32% 
EE 6GS Semen sco 5.00 -eiannes 44 45% 
Continental Casualty .......... 103 105 | 
Crm Gt FOOser ....5.05005. 59 61 
PNG ciaaCrare stasis, i-od,0's, bv vie ees 69 71 
Firemen’s Fund .........0.::; 63% 65 | 
RCM, Sob desc scecncaves 183 193 
MON I os sch dsdescleveses 53% 55 
Great American .............. 61 63 | 
ERAPCEON FEO oii. cs ivccsvecs 80 82 
Hanover Sata are RIAs 4 dibreg Abbe 53 54% 
MD GE NR. cscnccucdscceees 61 6242 | 
Ins. Co. of No. America ...... ‘ 105% 108 
es ee 41% 43% 
Maryland Casualty ........... 47 481, 
| 7. eee 148 155 
BOMMIOMAT WIC ... 2.06 c.ccccsce 51% 53 
New Hampehire .............. 70 73 
PO ED © Seis cicsccveneceas 52% 53% | 
i 35% 38 
PROOMEE, COMM. 00... cc ccceees : 133 136 
WO TUS neice nese riecn bres 27% 28% 
eens. Coop. G6 TY. c.cecsccs. 20 32 
CE Sccdegenens wanda eee 12 74 
ey Ae 9. 90 92 
EE a Easy ie civ bebo eue 43% 44% 
IN 6c. c0 adie vicinshbigedeu ac 170 174 
wow. we G. .... 12% 74 
ee: bcaveke iis wee ce emabie 42 44 


A.J]. Jensen Collides 
With Governor Of N. D. 


BISMARCK—The refusal of Com- 
missioner A. J. Jensen to furnish Gov. 
William Guy information about a 
western trip the commissioner made 
has riled the governor, who said he 
will take further action, presumably 
legal, to force a report. 

Mr. Jensen made the trip last fall 
to investigate insurance companies not 
now authorized in North Dakota. He 
contends the information is “confiden- 
tial” and said he will quit his elective 
office before making the information 
public. The governor wants a written 
report on the trip. 

The governor charged that when the 
two men met in his office to discuss 
the trip the commissioner could not 
remember such facts about the trip 
as the names of the insurance com- 
panies involved. 

Gov. Guy said he will give Mr. 
Jensen several more weeks to submit 
a report and if he refuses to comply, 
the governor will take steps to force 
a report. 











i | 
Reprint Church Cover Work | 


Understanding Church Fire Insur- 
ance, originally published in 1947, has 
been reprinted for the seventh time by 
Catholic University of America Press, 
Washington 17, D. C. The work is by 
Msgr. George D. Mulcahy of Shamo- 
kin, Pa. | 

Noting that ordinarily some insur- 
ance is provided for every Catholic 
church property in the country, he 
points out that “deplorable a 
prevail with regard to the adequacy 
of insurance protection on Catholic 
church property and the business meth- | 
ods with which it is obtained and 
written.” He emphasizes that pas 
properties are overinsured, others 
badly underinsured. 

The pamphlet is highly critical of 
the ignorance of local agents of proper | 
and adequate coverage. His objective 
in the pamphlet is to provide church | 
officials with an understanding of the 
kinds and amounts of insurance 
churches, as such, need. 
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Comments On The Insurance Field 
From The Investment Dealer’s Chair 


By LEVERING CARTWRIGHT 
Cartwright, Valleau & Co., Board of Trade Building, Chicago 


Insurance stocks were uneven again last week. Selling to get gains into 196] 
accounts was completed before the final deadline of Dec. 22 and buyers who 
waited to the last minute for distressed offerings were disappointed. Buyers 
seemed to be nibbling again but important institutional buying was absent. 
There will be some selling now by those who want to defer gains for 1962 but 
there will be virtually no tax loss selling this week in insurance issues because 
there are so few losses to take. Proceeds of considerable tax-loss sales are being 
put into insurance stocks. 

Aetna Insurance gained strength as each day passed without a sign of inter- 
ference on the part of the N.Y. insurance department with its combination with 
Connecticut General. It closed Friday at 161 bid, up 4 for the week. C.G. was 
2 better for the week at 290 bid. Aetna Life bottomed out under heavy offerings 
at 140% and closed at 142%. Travelers was 7 higher and Franklin Life re- 
covered 4% from its latest sinking spell. 

Gulf Life which dropped about 4 points subsequent to the announcement of 
the purchase of the Murchison interest by Troy Post, developed strong buying 
interest and went back up 4 points to 48. Life & Casualty went into new high 
ground at 39. California-Western States Life, helped along by a friendly word 
by Moodys, advanced to 130. 

United of Chicago, on announcement of a 25% stock dividend, went on 
up to a new all-time high of 85. Washington National was another strong 
Chicago issue, with important buying interest in Birmingham. It closed at 88, up 
3. Combined Insurance slipped down almost to the price at which it was recent- 
ly released in a big offering. Continental Casualty continued under selling pres- 
sure and Continental Assurance was weaker. All-American Life & Casualty 
retreated 5 after reaching 32. 

Employers Reinsurance was in demand at 85 bid on announcement of a 
proposed 20% stock dividend, and Crum & Forster was favored after its 2% 
stock dividend. Am. Re-Insurance recovered 8 points from a recent fast selloff. 

Ohio State Life was wanted and offerings were scarce as it looked more and 
more as if its program- with Columbus Mutual would be consummated. The 
stock was 86 bid Friday. Am. States of Indiana has been quietly advancing 
with little stock available. It reached the mark of 34. This is about 10 points 
above where it was when the common stock was revamped to eliminate the 
difference between the voting and non-voting shares. 

American Insurance was a strong spot in the fire-casualty list, up 2 for the 
week. Employers Group was down 2 and Federal was off 3. Hanover was up 
1% and Hartford lost 2 more. North America was minus 2, Jefferson Standard 
continued to be reactionary and at 93 was 414 lower. Monumental Life toppled 
9 points. National Union was up 3, perhaps on the announcement that it is 
going to enter the life insurance field. New Hampshire was off 3. 

Phoenix Insurance was mentioned by Standard & Poors as possible insur- 
ance stock of the year for 1962. It was up 1 for the week. 

Republic National Life recovered 5 points and Southwestern Life regained 
some ground lost. . 

Home Protective, owning Home Life of Philadelphia, which had been in 
a rut of 65 bid throughout the year, came to life with bids of 75. This issue 
rarely trades but stock showed up at 80 or so. 


Casualty & Surety Meet Head Office Changes 
Is Sparkling Affair For Four At Motors 





NEW YORK—At its annual gala din- 
ner and Christmas party here, Cas- 
ualty & Surety Club of New York 
elected Rankin Martin, Standard Ac- 


cident, president; Harry Schmedes, 
American Surety, and Matthew S. 
Dunne, American, vice-presidents, 


and A. Earl Usher, Standard Acci- 
dent, secretary-treasurer. 

Named to the executive committee 
in addition to the officers are George 
P. McGrath, Travelers; Carroll R. 
Young, Fidelity & Casualty; Edward 
W. Ellison, Aetna Casualty; William 
C. Simpson, Royal-Globe, and Howard 
A. Slayback, O’Hanlon Reports. 


Many Guests 


Gracing the dais in the crowded 
Waldorf ballroom, in addition to the 
officers, were a number of guests, in- 
cluding William Leslie Jr., general 
manager of National Bureau; Warren 
Gaffney, general manager Surety 
Assn. of America, and Samuel C. 
Cantor, deputy superintendent of th 
New York department. ' 

This stellar affair is one of the few 
remaining “dress up” gatherings in the 
New York area. It is devoted to good 
fellowship, and this year, as usual, the 
lack of speeches and other formalities 
brought a huge throng of insurers and 
reinsurers, as well as leading producers 
to the meeting. 


Motors has elected Ronald W. 
Schacht executive vice-president. He 
will be in charge of the newly-created 
development staff. 

Frank A. Mingle has been elected a 
director and vice-president in charge 
of plans and sales promotion. He suc- 
ceeds Donald W. McGinnis, who is re- 
tiring. 

Carl E. Allen, vice-president of Gen- 
eral Motors, has been elected a director 
and member of the finance committee 
of Motors, succeeding Clarence Stan- 
ley, who is retiring. 

G. P. Herndon Jr., vice-president in 
charge of claims, has been elected a 
director of Motors. 


American Motorists To Pay 
5% Stock Dividend Dec. 30 


Directors of American Motorists 
have declared a stock dividend of 5%, 
to be paid Dec. 30. to stock of record 
Dec. 22. The company also declared a 
stock dividend last year. This action 
will bring American Motorists capital 
to $5,512,500, representing 1,837,500 
shares of $3 par value. 


Jennings In New Post 


Raymond L. Jennings, formerly with 
Finnell & Finnell general agency at 
Flint, has joined Allied Underwriters 
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agency of Lapeer, Mich., as executive 
vice-president. Mr. Jennings’ experi- 
ence, aside from his several years 
with Finnell & Finnell, includes seven 
years with Michigan Inspection Bureau 
and 16 years with American in the 
Michigan field. 


New Highway Safety Unit 

The Department of Commerce has 
set up a new office of highway safety 
in the Bureau of Public Roads. It will 
include a new highway safety coordi- 
nation division and the driver register 
service. 

The office will be responsible for 
activities designed to gain public sup- 
port of highway safety standards and 
will coordinate the application of re- 
sults of all public and private research 
in the highway safety field. 

Declares Extra Dividend 

Economy Fire & Casualty of Free- 
port, Ill., has declared an extra divi- 
dend of 15 cents per share payable 
Dec. 22 to stockholders of record Dec. 
12. This represents a total paid for 
1961 of 75 cents. 
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Mutual Of Omaha 
Gives Criss Award 
To J. Edgar Hoover 


Mutual of Omaha has named J. Ed- 
gar Hoover, director of the FBI, recipi- 
ent of the company’s $10,000 Criss 
award. Dr. Charles W. Mayo, Mayo 
Clinic, chairman of the board of: judges, 
made the presentation recently at 
Washington. 

“The award, consisting of $10,000 tax 
free, and a gold medal, was established 
in 1950 by V. J. Skutt, chairman and 
president of Mutual of Omaha, in 
honor of C. C. Criss, founder of the 
company. It is presented for outstand- 
ing contributions in the field of health 
or safety. Past recipients include Dr. 
Jonas Salk, for his work with polio 
vaccine; Dr. Howard Rusk, world 


leader in rehabilitation; the late Dr. 
Thomas Dooley, jungle doctor of Laos; 
W. Earl Hall, safety crusader and ed- 
itor; and Drs. Philip Hench and Ed- 
ward Kendall, 
cortisone. 


for their work with 


J. Edgar Hoover, 
FBI director (cen- 
ter), receives the 
Criss award from 
Dr. Charles Mayo, 
chairman of the 
board of judges 
(left), and V. J. 
Skutt, president 
and chairman Mu- 
tual of Omaha, 
founder of the 
award. 
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FRANK LANG & ASSOCIATES, 


Consultants in Marketing and Management 


Many insurance company executives have found the industry-wide pattern 
has changed so much in recent years that “business-as-it-has-been-done” no 
longer works. Company decisions that would be right in relation to past experi- 
ence may be drastically wrong in terms of today’s vastly altered conditions. 

In this area, an independent consulting firm which understands the specialized 
problems of the insurance business can be exceedingly helpful. It alone can 
bring a truly objective viewpoint to bear on the specific problems and current 


Frank Lang & Associates, Inc., a national organization, is able to evaluate your 
competitive position and offer sound counsel in the fields of marketing, organ- 
ization, operating practices and procedures. As specialists for the insurance 
business, the firm’s associates can bring a wealth of diversified background 
to clients’ problems. Informal preliminary meetings for discussion can be ar- 
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Treaty Excess Of Loss Cover Can 
Be Of Real Service To Insurers 


By CHARLES M. POND 


(Mr. Pond is secretary in charge of 
casualty underwriting for the Pru- 
dential - Skandia- 
Hudson reinsur- 
ance group, New 
York, which he 
joined in 1955. 
Previously he had 
been with Royal- 
Globe where he 
supervised the un- 
derwriting of spe- 
cial risks. He is a 
graduate of Yale 
and Harvard Busi- 
ness School. The 
group, under the 
management of J. A. Munro, is the 
oldest professional reinsurance group 
in the U.S. They operate country-wide 
and constitute a major reinsurance 
market for all lines except life.) 


Charles M. Pond 


The purpose of these remarks is to 
touch upon a few highlights of excess 
of loss reinsurance. It is important 
to keep in mind that there are very 
significant differences in the use of 
and also the underwriting of excess of 
loss treaties for casualty lines such as 
third party liability, as opposed to cat- 
astrophe covers to protect against con- 
flagrations and windstorms. However, 
they are both forms of excess of loss 
reinsurance, and as such, are discussed 
together. 

Treaty (as distinguished from facul- 
tative) excess of loss reinsurance is a 
form of automatic cover under which 
the reinsurer agrees to pay the amount 
of each claim (subject to the limit of 
indemnity) in excess of an agreed 
amount called the “deductible” or “re- 
tention.” 

As is true of all reinsurance where 
the exposure to peak losses is trans- 


ferred from the reinsured to the re- 
insurer, excess of loss reinsurance 
tends to stabilize underwriting results 
of the ceding company. But of course 
it will not overcome fluctuations in 
loss ratio which are due to factors 
other than disproportionately large in- 
dividual losses or catastrophes. For ex- 
ample, any company writing automo- 
bile bodily injury liability in today’s 
market must be prepared to offer lim- 


its of liability of at least $100,000 per 
person, $300,000 per accident. 

Yet few companies are large enough 
to withstand the shock of a $300,000 
loss. In fact, many companies would 
wish to limit their loss to $25,000 or 
even less. Obviously, pro rata rein- 
surance of $275,000, part of $300,000, 
would be out of the question, as the 
company would be required to cede 
more than 90% of the premium to a 
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reinsurer. The solution is to insure on 
an excess of loss basis. This can be 
done under an excess of loss treaty, at 
reasonable cost, usually a small per- 
centage of the company’s total pre- 
mium income. 

The inclusion of third party liabil- 
ity in package policies has pointed up 
vividly the need for excess of loss re- 
insurance to supplement existing fire 
surplus treaties. The third party lia- 
bility limits of homeowners apartment 
house policies and motel packages are 
frequently much higher than the 
amounts of fire insurance. In such 
cases, if mo excess of loss treaty is 
carried, third party liability is the 
basis on which the company’s net re- 





Foreign Reinsurance Volume Rises 


The accompanying statistical com- 
pilation prepared by the U.S. Depart- 
ment of Commerce shows reinsurance 
transactions between U.S. insurance 
companies and insurers abroad for the 
years 1953-60. The department made 
its first survey of such reinsurance 
transactions in 1950. It has done so 
each year since then. Insurers through- 
out the U.S., cooperating in the project, 
have sent in reports each year sum- 
marizing these transactions. The re- 
ports of the separate companies are 
consolidated. 

In 1960 U.S. insurance companies 
paid $267.1 million in premiums for 
reinsurance to foreign reinsurers and 
recovered from them $190.3 million in 
losses. The $76.8 million excess of pre- 
miums paid over losses recovered was 
offset by net receipts of $12.1 million 
received by the U.S. on reinsurance 
U.S. insurers accepted from foreign in- 
surers. U.S. insurers received $56.8 
million in premiums on reinsurance 
assumed from abroad and paid losses 
of $44.7 million. 

The $64.7 million net receipts by 
foreign countries in 1960 on their re- 
insurance business with U.S. insur- 
ance companies represents an increase 
from $62.5 million net receipts by for- 
eign countries in 1959. Since 1953 these 


annual surveys generally have shown 
increases in the amount of premiums 
ceded to foreign reinsurers In 1953 
premiums paid by U.S. ceding com- 
panies to foreign reinsurers were $170.6 
million and losses recovered were 
$119.8 million. 

Of the $267.1 million of premiums 
paid by U.S. ceding insurance com- 
panies in 1960, British reinsurers 
received $219.4 million and Swiss re- 
insurers $25.1 million. Thus in 1960 
premiums ceded to British reinsurers 
accounted for about 82% of the total. 

The amount of reinsurance assumed 
from abroad by U.S. insurance com- 
panies, although much smaller in 
amount than that ceded abroad, never- 
theless has been growing since 1953. 
Net premiums of $56.8 million re- 
ceived by U.S. insurers in 1960 on 
reinsurance they assumed from abroad 
were twice the premiums of $28.3 
million of 1953. 

The department as it did last year 
also expressed concern over the effect 
on the current balance of payments of 
international reinsurance transactions. 
The department, for which Jerome 
Sachs, director of the transportation 
and insurance staff, issues the rein- 
surance study, notes this year that it 
is not interested in considerations 


taken into account by insurance com- 
panies when computing their under- 
writing results. Thus, the reinsurance 
surveys are not intended to be a 
measure of the net profit or loss of 
international reinsurance operations 
in any given year as determined by 
insurers, but rather an attempt to 
measure the actual movement of funds 
from and to the U.S. in connection 
with reinsurance. 

Because of the accounting frame- 
work with which the entire balance of 
payments is connected, the accumu- 
lation of required reserve funds in the 
U.S. by foreign non-admitted insurers, 
even though not entirely at the disposal 
of foreign countries, is considered to be 
an accumulation of foreign-owned dol- 
lar assets in the U.S. For balance of 
payments purposes, therefore, the ex- 
cess of premiums ceded over losses 
recovered is regarded as essentially a 
cash transfer to foreign countries since 
the accumulating cash balances in the 
U.S. are regarded as foreign funds. 

The ratios of losses to premiums as 
reflected in the department’s figures 
stays remarkably close to 70 for each’ 
of the eight years covered by the ex- 
hibit. These ratios are, beginning in 
1960 and going back to 1953, 71.2, 71.9, 
69.5, 76.6, 70.2, 77.2, 72.2, and 69.1%. 





Reinsurance transactions of United States insurance companies with insurers resident abroad, 1953-1960, by specified countries 


(in millions of dollars) 
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tention is set and on which the cession 
to the surplus treaty is determined. 

Because the reinsurance is on a pro 
rata basis and because a uniform per- 
centage of the entire policy must be 
ceded to the surplus treaty, the com- 
pany finds itself ceding off a very 
much larger portion of the policy pre- 
mium than would be the case if re- 
insurance were geared to the amount 
of fire insurance. This can be overcome 
_by insuring third party liability ex- 
posures on an excess of loss basis, thus 
permitting the company to underwrite 
the fire portion of the policy according 
to normal underwriting procedures for 
fire business. 


Where And How Used 


Treaty excess of loss reinsurance 
generally is used in connection with 
third party liability and workmen’s 
compensation insurance, and, of 
course, every company writing fire and 
windstorm needs a catastrophe cover. 
It is also used to some extent for fire 
(in addition to catastrophe covers), 
marine, personal accident, boiler and 
machinery, fidelity, and other lines. 
There is no standard form of treaty. 
Each contract is tailor-made to fit the 
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needs of the reinsured company. 

In general there are three categories 
of excess of loss treaties. The first is 
concerned primarily with loss under 
a single policy, such as one of automo- 
bile liability, general liability or work- 
men’s compensation. When so used, 
the cover usually is written to apply 
excess of an agreed amount per acci- 
dent or occurrence. Where a company 
writes all these lines, it may be advis- 
able to place both the company’s reten- 
tion and the reinsurer’s indemnity on 
a blanket basis as respects any one 
accident or occurrence, regardless of 
whether one or more than one line of 
insurance or policy is involved. 


The second category of excess of loss 
treaty is concerned primarily with ac- 
cumulated loss under two or more pol- 
icies, which loss arises out of one event 
or occurrence. The cover is written 
to apply in excess of an agreed amount 
of such accumulated loss. Examples of 
these treaties are the catastrophe cov- 
ers against conflagration and wind- 
storm losses. Similar catastrophe cov- 
ers are written in connection with per- 
sonal accident insurance, against the 
contingency of several individuals 
being injured or killed in the same 


accident. This is a matter of real con- 
cern to companies that sell trip acci- 
dent insurance at airports. 


Stop Loss Treaty 


The third category of excess of loss 
treaty is the stop loss treaty, or as it 
is sometimes called, the excess of loss 
ratio treaty. With this type of treaty, 
the liability of the reinsurer is deter- 
mined on the basis of the sum total or 
aggregate losses of the reinsured com- 
pany during a given period, usually 
one year. The company’s retention and 
also the reinsurer’s indemnity usually 
are expressed as percentages of the 
company’s premium income. For ex- 
ample, the treaty might agree to pay 
losses up to 20% of the company’s 
premium income in excess of 80% of 
the company’s premium income. This 
type of treaty has a number of special- 
ized uses, one of which is for crop hail. 

What size retention is a question 
that always arises when making ar- 
rangements for an excess of loss cover. 
There is no pat answer. But generally 
in order to keep down the cost of ex- 
cess of loss insurance, it is advisable 
for the reinsured company to set its 
retention at as high a level as is com- 
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patible with its financial strength. 
Both the size of policyholders surplus 
and the volume of business written 
have a bearing on the decision. With 
respect to excess of loss reinsurance 
intended primarily to protect against 
excessive loss under a single policy, 
most companies want to set their re- 
tention at a figure where loss from one 
accident or occurrence would not have 
too great an effect on their loss ratio. 
Ordinarily, it will be helpful to make 
an analysis of past losses by size and 
to observe where loss frequency drops 
off sharply as size of loss increases. 
This point, other things being equal, 
is likely to be a proper level for the 
retention. 


Wind Fire Retentions 


The setting of a retention for a cat- 
astrophe cover against conflagration 
or windstorm is based upon a number 
of factors. In addition to size of policy- 
holders surplus and total premium 
writings, concentration of risk in one 
or more geographical area must be 
considered. In general, the retention 
should be set at a level where the ag- 
gregate losses resulting from any one 
conflagration or windstorm will not 
affect the loss ratio by more than a 
few percentage points. There is con- 
siderable variation in thinking, from 
company to company, as to the proper 
relationship of retention to premium 
volume and, thus, it does not seem 
advisable to be specific on this point. 
Not to be overlooked is the possibility 
that several conflagrations or wind- 
storms might occur during the course 
of any one year. 

As respects protection for excessive 
loss under a single policy, the maxi- 
mum limits of liability which a com- 
pany writes will serve as a guide in 
determining the amount of indemnity 
required. However, since the liability 
under workmen’s compensation poli- 
cies is unlimited, the amount of in- 
demnity required for this line of busi- 
ness is a matter of judgment based 
upon an estimate of maximum possible 
loss, any one accident or occurrence. 
There is always a slight possibility that 
one accident may involve loss under 
both a third party liability and work- 
men’s compensation policy. The in- 
demnity under the excess of loss cover 
should be adequate to protect the 
company against this contingency. 


Factors Involved 


A decision as to the amount of in- 
demnity for a catastrophe or wind- 
storm cover is somewhat more diffi- 
cult to arrive at. Volume of business 
written, size of policyholders surplus 
and most importantly, concentration of 
risk, especially in areas with a past re- 
cord of catastrophe losses, are all fac- 
tors which must be considered. A safe 
rule to follow is: “Buy too much rather 
than too little.” A thorough study has 
been made can the company, in con- 
sultation with its reinsurer, arrive at 
a decision as to the amount of in- 
demnity to be purchased. 

Generally, the reinsurance premium 

(CONTINUED ON PAGE 56) 
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Possible Effects 


On Both Insurance And Reinsurance 


By L. TYTENS 


The U.S. and Canada are not indif- 
ferent to the development and possible 
expansion to other Continental coun- 
tries of the European Common Market. 
As to insurance and reinsurance, the 
odds are that eventually U.S. laws 
applying to controls may ultimately 
influence the future of these businesses. 
Consequently it is important to explain 
that the approach to reinsurance, and 
as a matter of consequence to its tech- 
nical need, is different on the Conti- 
nent. 

The role of reinsurance has been, 
and still is, to shoulder risks that for 
one reason or other the primary com- 
pany does not wish to, or cannot, carry. 
Few, if any, of those that may be 
called professional reinsurers eye with 
favor unorthodox treaties, and in that 
category should be counted even second 
and higher surpluses. Advice from that 
class of reinsurer is seldom sought, and 
my experience of more than 50 years 
in the business is that even when 
sought it was not of much help, being 
generally with an eye on volume. 


Non-Broker Business 


Because of that situation, non-broker 
business, is in a general way spread 
by the primary writers, when the pri- 
mary company’s commitment exceeds 
its gross line. The spreading is done 
either by way of coinsurance or facu- 
ltative reinsurance, without any other 
charge than the original agent’s com- 
mission, which is paid in full to him. In 
France general agents normally split 


up a risk among local colleagues. They 
allow one another an overriding com- 
mission of, normally, 5%. Brokers’ 
business is spread through coinsur- 
ance, and when the risk involved 
exceeds market capacity, Lloyd’s of 
London is called upon. When insurers 
or brokers are confronted with unor- 
thodox risks, it must be expected that 
those risks will find their way to Lon- 
don, in some instances by way of rein- 
surance, when, for instance, insured 
asks for cover from a national office. 
There exist even at Lloyd’s open covers 
for stated classes of risks where there 
is normally no market on the Conti- 
nent. 


Treaties Retroceded 


When Continental reinsurers commit 
themselves on unorthodox treaties 
(excess of loss, stop loss, etc.) the odds 
are that these treaties are retroceded 
to Lloyd’s, at of course an extra cost. 
Nor would reinsurance be resorted to 
for financing purposes—not yet any- 
how. This could be brought about if 
future control requirements were put 
into line with rules applying in the U.S. 

All the problems that confronted 
directors last year, and many years 
before, are still there. In a general way 
it can be said, or rather the directors 
can proclaim (few of them if any being 
actively committed to underwriting) 
that it is they who are earning dividends 
for stockholders; in other words, bal- 
ance sheets show profits through in- 
vestment earnings only. But, in those 
high quarters, it is at the same time 
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overlooked, that it is through under- 
writing income that the money is made 
available. The higher the premium in- 
come the higher the financial gains 
(or loss, possibly), if it is realized that 
increased premium income, even if 
technically in the red, shows year after 
year enhanced technical reserves (set- 
tlement of claims follows normally 
some time after receipt of the pre- 
miums). 

French factory and commercial fire 
underwriting was degraded by many 
points owing to a global all around 
reduction on rates of about 20% for 
economic political reasons, some 10 
years ago. Since normally the bulk of 
fire reinsurance treaties applies to that 
class of risks, reinsurance has had to 
foot the bill to a large extent. Of 
course, the lowering of commission and 
overriding commission can maintain 
treaties in force and above all a pro- 
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mise of betterment in the near future. 
This is in a way a carrot that has been 
held out to reinsurers for some years 
now. 


Loss Ratio Of 85 


But a recent comment applying to 
the 1961 account of these fire classes 
shows gross loss ratio at about 80 or 
85. However, if dwelling risks are in- 
cluded, the average loss ratio is ex- 
pected not to exceed 50. But reinsurers 
see very few of those risks, and when 
they do they are the less desirable 
items. 

It is admitted that fire business, and 
this applies equally to reinsurance, is 
the backbone of any account, and when 
expenses are considered, very little if 
any profit would be derived from the 
underwriting in its present state. 
Great stress is put on endeavors to 
increase rates, but this is not as easy 
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as introducing an all around reduction. 

It must be explained that in France, 
and perhaps in all European countries, 
tariff agreements exist relating to all 
classes of risks. Almost all companies 
adhere to such tariffs and their rules. 
Fire ratings are, however, most ela- 
borate and it follows that anyone 
knowing thoroughly all the rules can 
often justify a rating that varies from 
one to three on any given risk. This is 
how competition between tariff com- 
panies, while technically and legally 
complying with accepted rules, keeps 
over-all premiums lower than what 
they ought to be. Also, economic pres- 
sure may, on stated classes of risks, 
keep rates below technical require- 
ments. 


Auto Experience 


In automobile, notwithstanding loss 
prevention, improved traffic, and more 
or less better traffic acts, the story is 
the same—an increased number of acci- 
dents on a percentage basis over the 
number of vehicles on the roads, cost- 
ing on the average more and more. 
Increased rates apparently have not 
improved a most unsatisfactory situa- 
tion. Note that when rates are in- 
creased, the cost of services remains at 
the same percentage, so that only about 
60% of the increase goes towards claim 
costs 

A commentator on French third 
party motor car risks states that some 
of the past years’ results will be better 
than anticipated because of a saving 
in reserves on claims finally settled. 
When investment earnings are consi- 
dered, the experience of recent years 
may well show a substantial profit. 
(My own experience before retirement 
was that normally the saving in re- 
serves on final settlement was roughly 
10%, and that investment income was 
in excess of 4% on premiums earned 
during the year considered.) 


Claims Reserves 


Claims reserves, if not adjusted to 
what has actually has been paid, do 
not represent an exact picture. Thus 
statistics, for rating and all other pur- 
poses, should be on an annual occur- 
ence basis, and not on an accounting 
basis. My statistics, for treaty busi- 
ness, were kept by year of occurrence, 
and the motor car business I controlled 
showed a steady profit, even for the 
excess of loss reinsurer, over 10 years. 
Whether interest earned on reserves 
should be added to the income of any 
account is an open question, but at 
least one would be justified in think- 
ing that if earned interest is not added 
to the income, at least legal interest 
paid under court or other awards 
should not be added to claims costs. 
This is what is being done. 

This state of affairs is preventing 
French brokerage circles from sleeping 
peacefully. In many cases the auto ac- 
count represents 50% of their gross 
earnings with, more than likely, a 
smaller cost loading than other lines. 
Confronted with still higher premiums, 
there is a tendency between classes of 
insured to start mutuals with the hope 
of reducing the cost of insurance. Of 
course those mutuals require reinsur- 
ance facilities which, one may expect, 


they will somehow find. (Some such s 


transactions may be carried out under 
one or another Lloyd’s cover. Surpris- 
ingly, Lloyd’s accounts, drawn up on 
an annual occurrence basis, show a 
steady profit.) 

Many European insurers have two 
forms of reinsurance treaties applying 
to third party motor car risks. (Except 
in Great Britain BI is normally not 
covered.) The European forms are 
quota share treaty and excess of loss 
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treaty. The latter protects the gross 
account. The quota share reinsu-ers 
would have normally a heavier cost 
loading than ceding companies, and 
may be the ones that press the most 


for increased premiums. 

Belgian rates are about 50% higher 
than those applying in Great Britain. 
Why? Probably as a result of lower 
cost of claims resulting from bilateral 
claims settlement agreements between 
British underwriters. 

This raises another point with res- 
pect to auto and other risks. Should 
premiums meet claims, or claims meet 
premiums? In other words, should a 
real effort be made to innovate in res- 
pect to the latter? Individual accounts 
could be improved by selective under- 
writing. While on the Continent we 
have in general not the same notion of 
selection as in the U.S., we reach some 
automatic standard of selection by 
granting no claim bonus, which in 
some instances reaches 50% of the 
basic premium. This is an important 
inducement to careful driving, at least 
for those who are cost minded. 


Appropriate Records 


But here one asks: How many dri- 
vers are cost minded? So this is not 
finally the way to reduce the cost of 
claims. After all, who is interested, 
in the near future, in having his in- 
come reduced? Solving the problem of 
appropriate rate is first a matter of 
producing appropriate records. Per- 
haps better still, a real attempt could 
be made to reduce the cost of claims. 
Some imagination would be required. 

Direct liability, with a consequent 
indemnification of all traffic victims 
on a pre-agreed and limited scale 
would doubtless be the solution. But 
this would be departing from the 
beaten track. I do not believe the busi- 
ness is prepared for that. 

Nevertheless there is a limit to the 
cost that insured not only can but are 
willing to pay. With politics keeping 
the public eye on popular costs, such as 
those for operating motor cars, one 
can but express the hope that leaders 
of the business will not wake up to 
realities too late. 

On this side of the Atlantic, we have 
International Unions of Aviation In- 
surers (an annual convention behind 
closed doors having the appearance of 
a reinsurance market, or, putting it 
differently, since there is a voluntary 
restricted market for that class of 
risks, reinsurance facilities are all im- 
portant and it is there that the real 
difficulties are overcome). 

We also have an organization of 
crop-hail insurers, which holds con- 
ventions every two years. Here tech- 

(CONTINUED ON PAGE 47) 
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FeNATIONAL UNDERWRITER 


Reinsurance Milestones Help In 
Understanding Today's Situations 


By EDGAR C. WERNER 


(Mr. Werner is vice-president of the 
New York firm of Pritchard & Baird, 
reinsurance inter- 
mediaries. He is 
the instructor in 
reinsurance for the 
course sponsored 
by Insurance So- 
ciety of New York 
and has been in 
reinsurance 32 
years, half in com- 
pany and half in 
the brokerage 
fields. The follow- 
ing material is 
taken from a 
textbook to be published in 1962 en- 
titled The Fundamentals of Reinsur- 
ance. This will be the first of two vo- 
lumes designed for reinsurance educa- 
tional purposes.) 





Edgar C. Werner 


The student of reinsurance will do 
well to explore a bit of its past history 
considering himself an_ in- 
tegral part of the business. Admittedly 
such knowledge serves little, if any, 
practical purpose in today’s operations 
but does qualify the holder as one who 
has a background on which to practice 
the modern art of reinsurance. 

Such data, however concise, will 
prove to be valuable even if only as a 
matter of conversation. Certainly any- 
one who can explain the evolution over 
the past several hundred years de- 
serves a modicum of respect not given 


to those only able to discuss current 
developments as absorbed from news 
reports or from verbal comments heard 
during the course of a working day. 
Granted that there is little argument 
that the historical sequence of events 
serves no working purpose for the 
busy expert during his daily grind, yet 
somewhere in the back of his mind 
lies the fundamentals on which he 
bases many of his decisions that are of 
utmost importance to those he serves. 
These fundamentals are in part com- 
prised of past happenings preserved 
in memory and passed along for the 
education of his successors just as he 
in turn learned from his predecessors. 
Without knowing why reinsurance 
has reached such an important niche 
in this century how can one foretell 
without pure guess what lies in the 
future? Certainly the advancement 
made over the past 20 years in both 
insurance and reinsurance has out- 
moded nearly all the concepts held as 
sacred up to World War II. Yet, if we 
break down the components of any 
new plans, the inexorable fact remains 
that they had an ancestor (however 
primitive) somewhere in the past. 


May Not Be Worthless 


With the foregoing in mind and with 
a warning to the student not to pass 
over lightly what seems to be worthless 
information, a sequence of events is 
given for memorizing, which will equip 
him for the time when such data may 
have an important bearing on a criti- 
cal problem. Lest there be any doubt, 
perhaps the author at this point should 
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make it clear that his references are 
those made available by research ex- 
perts in book form but condensed here 
to an extent felt necessary. Much of 
the detail attendant upon past history 
has only an intrinsic value and of 
course is welcome information for the 
avid reader. 

Nevertheless, from a practical stand- 
point, it must be considered useless, 


| especially where there is related repe- 


tition. With this in mind and with a 
salute to those who have put together 
the facts on which the following is con- 
structed, let us examine the stepping 
stones. 

The scanty records available tell us 
very little about the birth of reinsur- 
ance. But it is not difficult to assume 
that reinsurance is as old or nearly as 
old as insurance itself. After all, rein- 
surance is nothing more than a second 
insurance transaction that could just 
as well be a primary arrangement if 
necessary. Probably there were logical 
reasons why reinsurance had to stand 
behind the original insurer in the days 
of old and this point is well illustrated 
by the system of wagering carried on 
almost from the beginnings of man- 
kind. 


Early Egypt 


We know for an absolute fact there 
was gambling on certain national 
events in the days of early Egypt and 
this was carried to greater extreme by 
the Greeks and Romans. Gladiatorial 
contests were fertile fields for the op- 
eration of bookmakers and large sums 
of money changed hands frequently 
as a result Is it difficult to imagine that 
syndicates were used for the accept- 
ance of such bets? 

These syndicates were forerunners 
of insurance companies just as the 
bookie was forefather to the under- 
writer. He and he alone made the odds 
on which the gamble was taken and 
on which the syndicate thrived or not. 
Here is a clear picture of insurance in 
operation and all we need do is assume 
the syndicates had available the assets 
of other groups for the sharing of very 
heavy bets, and we have the reinsur- 
ance aspect. 

Around 916 B.C. a code of maritime 
law was assembled in Rhodes estab- 
lishing a foundation for marine insur- 
ance. In 1200 A.D. the Lombardians in 
England began developing this type of 
coverage and London’s Lombard Street 
remains today in honor of their ini- 
tiative. Between these years and lost in 
the dust of the ages lie countless trans- 
actions of insurance and reinsurance. 


First Reinsurance 


But all we can definitely record for 
the sake of reinsurance are suppositions 
until 1370 A.D In that year is a refer- 
ence to a marine reinsurance whereby 
the most hazardous part of a ship’s 
voyage was “laid off” with a second 
insurer, who, in effect, functioned as 
the counterpart of a modern reinsur- 
ance ccmpany. 

We skip over now to 1666 A.D. and 
the Great Fire of London. In addition 
to being a prime factor in the advance- 
ment of fire insurance, this disaster 
was also a blessing in disguise. In the 
700 years before that event there had 
been at least 20 serious epidemics 
caused by primitive living conditions 
which among other things allowed 


| drinking water to be contaminated by 
open sewers. The fire destroyed about 


WASHINGTON BLDG. SEATTLE, WASHINGTON 


14,000 houses and left 200,000 home- 
less but it also burned away the filth of 
the centuries, burying the contami- 
nated water supply under tons of 


debris. 


Because of the fire’s extensive dam- 
age to property there soon came an 
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urgent demand for fire insuranc: 
previously available through any or- 
derly channel. Consequently and in 
accordance with the law of supply and 
demand, companies were formed to 
provide such facilities. But in the main 
these proved to be more of a specula- 
tive venture for the investors than any 
kind of public service for the benefit 
of insured. 


Facts Created Need 


However, during the process one 
feature emerges that must have led to 
the ultimate concept of reinsurance. 
This was the inability of the early 
insurers to write more than a very 
limited amount on any one risk so that 
insured or his agent had to go from 
office to office in an effort to fill out 
the required amount of liability. 

There was inherent weakness in 
this procedure that must have been 
obvious to all concerned, culminating in 
the adoption of reinsurance as the 
solution. Numerous transactions of 
this nature took place between insur- 
ance companies. But it was not until 
1852 that the first independent rein- 
surance company was organized. It 
was the Cologne Reinsurance Co., 
formed for the express purpose of 
preserving for a German company the 
surplus business of German primary 
insurers that theretofore had been 
placed elsewhere on the continent. 
Right here was a principle of national- 
ism achieved through reinsurance, and 
it is used today in many countries. 

Strangely enough, the _ earliest 
authentic record of a fire reinsurance 
belongs to the U.S. In August, 1813, 
Eagle Fire Ins. Co. of New York as- 
sumed all of the outstanding risks of 
the then Union Ins. Co. for a certain 
premium consideration. While this was 
not true reinsurance as it is known 
today, nevertheless the underlying 
principle is allied in that the desired 
result was accomplished. It is interest- 
ing to note that in the ultimate run-off 
of all liability the Eagle realized an un- 
usually high profit by virtue of a 15% 
loss ratio on net earned premiums with 
no profit sharing factor to interfere 
with the triumphant venture. 


Other Highlights 


There are numerous other high- 
lights connected with the growth of 
reinsurance, all designated by date at 
the close of this chapter and the brief 
summary shown for each seems to re- 
quire no further elaboration. There 
fore, we can move into the early part 
of the 20th century without any gap in 
knowledge simply by picking up the 
picture from the last event shown in 
the date schedule, 1912. 

Now we enter the first phase of 
accelerated growth in professional re- 
insurance with German companies 
having unquestioned leadership be- 
cause of their ability to provide the 
market with a technically sound treaty 
facility. This domination lasted until 
World War I eliminated the German 
influence although some prestige was 
regained during the decade prior to 
World War II. The withdrawal of Ger- 
man and Russian reinsurers from this 
country during the war years between 
1914 and 1918 left quite a shortage in 
reinsurance capacity only partially off- 
set by the entry of other foreign com- 
panies. But the problem was solved 
through the formation of American in- 
surers to help serve our professional 
reinsurance needs. 

Osborn & Lange-Grant Ltd. of | 
Montreal has had a change of name 
to Grant & Russell Ltd, Personnel 
remain unchanged. 
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The Basic korms Of Reinsurance 


And Their Uses Are Described 


By LEO B. MENNER Jr. 


Vice-president 
Leo B. Menner & Co., Chicago 


When the amount of any one risk 
or risks which forms one hazard 
is such that it is 
beyond the limits 
which it is prudent 
for one insurer to 
carry, it is neces- 
sary to effect rein- 





surances. 
It is the duty of 
every responsible 


insurer to protect 
the assets and 
earnings of the 
company and to 
ensure that these 
are carefully re- 
lated to the company’s spread of risk 
and financial resources. 

The function of reinsurance is to 
absorb those surplus amounts on each 
risk accepted by the ceding insurer 
which go beyond what it can safely re- 
tain for its own account. Large risks 
are encountered in all sections and in 
all classes of insurance business mak- 
ing reinsurance a necessity if a greater 
spread of risk is to be achieved so that 
the original insurer can properly meet 
a heavy or unforseen claim. 

The key to the successful conduct of 
reinsurance lies in the manner in 
which the ceding insurer operates its 
gross account. 

It is important that the ceding insur- 
er should fix its retentions with due re- 
gard to the amount it can properly 
afford to lose by the happening of an 
event insured against in regard to the 
particular risk insured. This is depend- 
ent not only on the sum insured, but 
also on the likelihood of a loss being 
total or partial and also on the law of 
probability. The amount of probable 
loss may be assumed to vary according 
to the nature of the risk, so that the 
more hazardous classes of risk will 
produce losses greater in number and 
more costly in amount than the less 
hazardous. 


Proper Classification 


This makes proper classification of 
risk an essential feature in the con- 
struction of a system of retentions. 

Insurers can be helped to utilize re- 
insurance more effectively if they set 
out their problem, advise their gross 
experience over the years, the geo- 
graphical or territorial segregation, the 
classifications they write and the re- 
tentions they feel able to bear safely 
with due regard to their financial re- 
sources. 

In sending their reinsurance prob- 
lems to a broker, they have everything 
to gain and nothing to lose. Reinsur- 
ance is flexible in that the need for it 
is dictated by the requirements of 
the original insurer to protect its assets 
and earnings in any given set of cir- 
cumstances. 

There are three main methods by 
which reinsurance may be effected, and 
the extent to which these methods are 
used respectively must, of course, de- 
pend on the practice of insurers and 
the scope of their resources. These 
three methods are facultative, treaties, 
and pools. 

Facultative. This is the oldest method 
of reinsurance and it necessitates con- 
sideration of each risk separately. 

It is a method whereby each party to 


=> 


Leo B. Menner Jr. 


the transaction has an absolutely free facultative reinsurance forms a com- 


choice in arranging the matter, the 
ceding insurer may offer the reinsur- 
ance to any reinsurer that it may 
choose, while the reinsurer has an ab- 
solutely unfettered discretion whether 
or not to accept any risk offered. Each 


plete reinsurance in itself. 

Facultative reinsurance is still an 
important means of reinsuring risks 
outside the scope of the usual treaty 
or in order to absorb a surplus after 
treaty facilities have been exhausted. 


REINSURANCE BY 


ERCo 
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Treaties. This is a method of rein- 
surance whereby an agreement is en- 
tered into between the direct insurer 
and the reinsurer. The ceding company 
agrees to cede and the reinsurer agrees 
to accept all insurances which may be 
offered within the limits of the treaty. 
This means that automatic protection 
is secured and that it is obligatory for 
the reinsurers to accept all risks with- 
in the scope of the treaty. 

There are several types of treaties. 

Quota Share Treaty. This type of 
reinsurance is suitable for a company 

(CONTINUED ON PAGE 46) 
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Reporting Tail Of Hurricane Losses: 
Problem For Catastrophe Reinsurers 


By W. E. TAYLOR 


Secretary-Reinsurance 
Ins. Co. Of North America 

(Mr. Taylor joined North America 
in 1946 and was graduated from the 
company’s special 
agents’ school in 
1947 as co-honor 
man. He was a 
multiple line spe- 
cial agent in Phila- 
delphia until Feb- 
ruary, 1948, when 
he went into the 
treaty reinsurance 
department. He 
was elected assist- 
ant secretary in 
January, 1955, and 
secretary - rein- 
surance in May, 1959. He is a graduate 
of Princeton and a CPCU.) 
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Without question, the most disas- 
trous single event to afflict the in- 
surance community during 1961 was 
Hurricane Carla. For the 14th time 
since 1950 the heavily populated coast- 
al areas of the United States have been 
subjected to the full destructive force 
of ultra high velocity winds, pounding 
waves and torrential rains united in 
a gigantic tropical storm. 

To cope with the widespread des- 
truction, insurance companies have 
developed efficient techniques for ad- 
justing and settling the inevitable mul- 
titude of property damage claims with- 
in a remarkable short time. Indeed, 
the industry has become so competent 
in this respect that the overwhelming 
majority of hurricane claims are set- 
tled to the full satisfaction of insured 
within a few weeks after the event. 

In contrast to this record of effi- 
ciency as respects primary insurance 


losses, it is a demonstrable fact that 
catastrophe reinsurers are still without 
a precise evaluation of their ultimate 
Carla liability. If past experience is a 
reliab!> guide, moreover, it will be 
some months from now before the final 
cost to reinsurers will be established. 


The Fire View 


The insidious problem of incurred 
but not reported losses is well known 
to workmen’s compensation and third 
party liability reinsurers. The volatile 
nature and inherent delay in settle- 
ment of third party claims have served 
to underscore the problem. Under- 
writers of these lines of business, there- 
fore, have long recognized a need for 
substantial reserves to cover this ad- 
mitted but unknown liability. On the 
other hand, the value of property in- 
surance claims is generally susceptible 
to speedy determination. Fire insur- 
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ance underwriters, therefore, ‘iave 
traditionally viewed incurred but not 
reported losses as a relatively minor 
problem. Although this lack of con- 
cern may be justified as harmless un- 
der normal conditions, experience has 
shown that it can be a dangerous self- 
delusion for windstorm catastrophe re- 
insurers. 

To illustrate this point, the accom- 
panying has been prepared on the 
basis of information supplied by sev- 
eral professional reinsurers writing a 
substantial volume of catastrophe bus- 
iness. The graph shows reported re- 
insurance claims expressed as a per- 
centage of ultimate claims value (ver- 
tical axis) related to weekly intervals 
after the hurricane indicated (hori- 
zontal axis). 

Before discussing the implications of 
this exhibit, it is important to note 
that the bulk of claims included in the 
source data were covered under con- 
tracts issued directly to primary in- 
surers with only a minimal number 
of retrocessional contracts involved. 
Thus, the inevitable delay in reporting 
on account of a reinsurer middleman 
has had little, if any, influence on the 
results. 

Significant data received prior to 
six weeks following the event has been 
minimal, and the catastrophe rein- 
surers involved were not fully aware 
of the extent of their deprivation more 
than six months after the event. 


Losses At Dec. 31 


Of special significance, moreover, is 
the status of reported losses at Dec. 
31, when the percentages of ultimate 
loss known to reinsurers were Carol, 
86%; Hazel, 67.4%; and Donna, 72%— 
thus evidencing a reporting deficiency 
at year end ranging from 14% to 
32.6% of the final cost. 

This delay is attributable to a vari- 
ety of factors, some of which are pe- 
culiar to each storm. One common 
element, however, is the 48-hour wind- 
storm clause incorporated in many cat- 
astrophe reinsurance contracts. In es- 
sence, this clause provides that in cal- 
culating the retention and the recovery 
under the reinsurance contract, only 
those losses occurring within one con- 
tinuous period of 48 hours will be con- 
sidered. It is only natural, therefore, 
in cases of hurricanes of long duration 
and wide geographical impact that the 
reinsured will be extremely meticulous 
in analyzing the mass of individual 
losses in order to choose the most ad- 
vantageous 48-hour period before sub- 
mitting a claim to a _ reinsurer. 

Another explanation lies in a mathe- 
matical phenomenon familiar to excess 
reinsurers whereby a small percentage 
increase in a gross loss will result in 
a relatively large percentage increase 
in the excess claim, particularly when 
a substantial deductible is involved. For 
example, assume a reinsurance de- 
ductible of $500,000 and a reported 
gross loss of $600,000; if the reinsured 
has underestimated this loss by $60,- 
000 (10%), the reinsurer, being re- 
sponsible for the entire amount, will 
increase his loss from $100,000 to $160,- 
000, or 60%. 


Donna Was Slowest 


Of the three hurricanes, Donna de- 
monstrated by far the slowest rate of 
loss development. Of the many theories 
offered to explain this circumstance, 
the following two appear to have some 
logics? hasis: 

First, the destructive force of this 
hurricane was sustained for a period 
of three days and was felt in varying 
degrees throughout most of Florida 
and along the entire Atlantic Coast. 
Thus, it is certain that the full delay- 
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ing effect of the 48-hour windstorm 
clause prevailed in this case. 

A second theory, which deserves 
some credence, arises from the fact 
that many properties in southern 
Florida are vacation homes under ab- 
sentee ownership. It is argued, there- 
fore, that many small losses were not 
discovered and reported by the owners 
until they arrived in Florida for the 
winter season. 

Whatever the reasons for delayed 
reporting may be, the unfortunate fact 
of the delay imposes an onerous bur- 
den upon catastrophe reinsurers by 
forcing them to operate virtually in the 
dark for a considerable period of time 
after a hurricane. This problem has 
significant impact in at least two im- 
portant situations: The rating of in- 
dividual catastrophe-reinsurance cov- 
ers and the preparation of the rein- 
surer’s annual statement. 


Catastrophe Rating 


With respect to catastrophe rating, 
the difficulty is enhanced by the fact 
that such covers commonly expire at 
year end. Renewal negotiations, there- 
fore, must be carried on at a time 
when neither party has a clear idea 
of what the losses to the contract have 
been. 

A real puzzle is encountered when 
the time comes to close the company’s 
books and prepare the annual state- 
ment. To present a true picture of the 
year’s operations it is absolutely es- 
sential to establish a realistic reserve 
for losses incurred but not reported. 
It is not possible to ignore or postpone 
the problem. A prompt answer is re- 
quired. 

Use of the accompanying graph 
might be useful to insurance com- 
panies and catastrophe reinsurers in 
predicting unreported catastrophe 
claims when closing the books in a 
hurricane year. The arithemtic is 
simple. However, no two hurricanes 
are exactly alike, and one’s judgment 
would be challenged to evaluate pre- 
cisely and adjust for such variables as 
geographical scope, rate of progress, 
wind velocity, and statements by pub- 
lic officials. 


Carla Was Distinctive 


Certainly Carla was distinctive, as 
opposed to Carol, Hazel, and Donna, 
with respect to all of these variables. 
Had her limited geographical scope 
been the only principal variable, we 
should have anticipated more accur- 
ate and much faster than average 
catastrophe reinsurance reports. 

We shall be compiling a loss develop- 
ment history for Carla catastrophe 
claims. All readers whose company has 
made such a claim, and any other cat- 
astrophe reinsurers that have sustained 
Carla catastrophe claims are invited to 
send the writer the pertinent data in 
the following form (for example, as- 
suming 90% coverage and _ reports 
made at intervals shown): 


Weeks Estimated Catas. Estimated 
After Losses Contract Catas. Claim 
Event “Ground- Deductible Reported 
up” To Reinsurer 
$ 
4 400,000 150,000 225,000 
8 = _— —_ 
12 425,000 150,000 247,500 
16 — oom ae 
20 _ — _ 
24 450,000 150,000 270,000 
28 ae _ _ 
32 — —_ - 
36 460,000 150,000 279,000 
40 = _ > 
44 450,000 150,000 270,000 
48 -- —- — 
52 445,000 150,000 265,500 


An interim report now would be 
useful. The suppliers of this data will 
be “rewarded” with a copy of our 
composite catastrophe reinsurance loss 
development history for Carla. 
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In recently securing quotations for a 


reinsurance contract we had variations 


in rates from $.45 to $1.00. 


The astonishing thing was that these 
quotations were received from top 


professional reinsurers. 


You, too, may be paying too much for 


your reinsurance. 


Let us have a look. 


A. Campbell Johnson 


REINSURANCE DEPARTMENT 
STEWART, SMITH & CO., INC. 
116 JOHN STREET, 

NEW YORK 38,N. Y. 

WORTH 2-0200 
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Practicality—leaving off the frills and 
concentrating on the purpose—has long been 
characteristic of Bowes & Company. 

Our approach to your problem is business- 
like, direct, personal, There is no margin for 
misallocation of your sales effort. 

In the reinsurance field, our preliminary 
advisory service provides sound cost analysis 
and competent mathematical programming 
which is a real boon to long-range 
planning and profits. 


Make your first choice Bowes & Company. 
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How Reinsurer Can Use 
The Actuary To Help 
Its Clients And Itself 


By MATTHEW RODERMUND 


(Mr. Rodermund joined Munich Re- 
insurance Co. in March, 1961, as vice- 
president and ac- 
tuary. He had been 
assistant secretary 
of Interboro Mu- 
tual Indemnity of 
New York, with 
which he was as- 
sociated from 1942. 
He became a fel- 
low of Casualty 
Actuarial Society 
in 1947. At the an- 
nual meeting of 
the society in Chi- 
cago in November, 
he was a member of the panel that dis- 
cussed reinsurance problems. His re- 
marks at that session are amplified in 
this article.) 





Matthew Rodermund 


The number of professionally quali- 
fied actuaries serving the reinsurance 
business on a full-time basis are few- 
er than five. Some large multiple line 
companies that engage in both primary 
insurance and reinsurance employ ac- 
tuaries who devote a small portion of 
their time to reinsurance matters. But 
actuaries who devote all their time to 
reinsurance are notable by their scar- 
city. Considering the hundreds of mil- 
lions of dollars of reinsurance ceded 
and assumed each year and consider- 
ing the unimaginable total of possible 
loss covered by such reinsurance, it is 
surprising that actuarial science has 
been so thoroughly ignored in the con- 
duct of the business. 

The position of the actuary in rein- 
surance is somewhat analogous to 
that of the psychiatrist in medicine. 
Both the actuary and the psychiatrist 
contend with the human condition that 
when people deal with matters that 
cannot be seen or cannot be precisely 
measured, everybody is an expert. 
“What headshrinker knows better than 
I why my boss, or my neighbor, or my 
wife gets along with me so badly?” 
Likewise, “What figure juggler, on the 
basis of the little data we have, can 
guess the probability of a $100,000 loss 
for this account better than I?” 


Has To Have Chance 


Part of the explanation, of course, is 
that unless he is given a chance to 
study the material and events relevant 
to the problem, neither the psychiatrist 
nor the actuary, qualified as he may 
be, can do any better than the next 
fellow. In recent years the situation 
has improved somewhat for the psy- 
chiatrist. The reinsurance actuary, 
however, hasn’t had enough material 
to study to establish his credentials. 

In his remarks as chairman of a 
panel on reinsurance at the November, 
1961, meeting of Casualty Actuarial So- 
ciety, Paul Otteson, vice-president and 
actuary of Federated Mutual, Owa- 
tonna, Minn., referred to the working 
area of a reinsurance actuary as “a far 
country.” He took the expression from 
the play, “A Far Country,” currently 
on Broadway, in which the young Sig-~ 
mund Freud, in the late 1800s, real- 
ized that in his probing of the psyche, 
the conscience, and the soul, he was 
plunging into a far country. 

The allusion was accurate. In the 
entire insurance enterprise, life and 


non-life, less time and attention have 
been given to the incidence and sever- 
ity of large property and liability loss- 
es than to any other important phase 
of the business. It is a vast unex- 
plored territory, in which little head- 
way will be made and little knowledge 
gained if only familiar paths are 
tried and traditional methods em- 
ployed. An effort in pure explora- 
tion, or pure research, is required, 
where the imaginative explorer may 
follow any path that shows promise 
of leading to greater enlightenment 
and hence to the development of soun- 
der practicable rating procedures. 


Aid To Underwriting 


It should be emphasized that the 
actuary exploring the reinsurance 
world has no notion of constructing 
rate manuals. But he does seek the 
materials to fashion a series of guides, 
reflecting underlying risk probabilities 
that will augment the judgment of the 
skilled underwriter. 

One factor that has prevented ac- 
tuaries from performing useful serv- 
ices in the reinsurance business is the 
absence, even in the largest reinsur- 
ance companies, of a credible volume 
of organized data. Reinsurance under- 
writers generally believe that, for rat- 
ing puposes, each risk for which an 
excess loss quotation is offered should 
stand on its own feet. 

Therefore, little effort has been made 
to record classified data among dif- 
ferent risks. It is said that since cov- 
erage requirements in each risk are 
different, and limits and retentions are 
different, and operating philosophies 
of each risk are different, it is prac- 
tically impossible to obtain homogene- 
ous data. Therefore, reinsurers not 
only don’t combine their data or ex- 
change it with each other, but gener- 
ally they don’t even classify it and 
record it in their own shops. 


Further Study Suggested 


However, even though the ABC In- 
demnity, a stock company, and the 
XYZ Mutual write automobile liabil- 
ity insurance in different sections of 
the country, offering slightly different 
policy conditions, accepting different 
policy limits, and catering to different 
classes of drivers, it does not follow 
that actuarial science cannot find 
homogeneity in their excess loss ex- 
perience and cannot make meaningful 
studies. In any case, such studies have 
not been attempted. They are worth a 
try. 

Assuming that reinsurance actuaries 
will soon obtain a credible amount of 
significant data, what are some of the 
specific areas that might be given at- 
tention? 

Conceivably, methods might be 
evolved to help fire insurance compa- 
nies determine what their net lines 
ought to be, and to help casualty in- 
surers decide what their excess loss 
retentions ought to be. Touching on the 
subject of retentions in his presenta- 
tion at the Casualty Actuarial Society 
meeting, Mr. Otteson suggested that a 
normal number of abnormal losses does 
not represent reinsurable hazard. That 
is, only an unexpected number of ab- 
normal losses is a reinsurable hazard. 

There was a difference of opinion on 

(CONTINUED ON PAGE 51) 
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By KENNETH O. FORCE 


Since World War II and the insistent 
inflation that followed it, workmen’s 
compensation has 
been regarded with 
concern by reinsu- 
rers. It is not sur- 
prising, therefore, 
that one reinsurer 
with an appreci- 
able volume of 
compensation ex- 
posure, General 
Reinsurance Corp., 
should take what 
steps it could to 
improve its posi- 
tion with respect 
to the line. 

Some years ago General Re began 
the practice of having its own claims 
men, specialists in dealing with un- 
usual claims, go out into the field to 
assist insurer clients in spotting poten- 
tially dangerous workmen’s compen- 
sation injury cases. This enabled both 
the client and the reinsurer to estab- 
lish more realistic reserves. The un- 
derwriters were then in a position to 
appraise risks on the basis of more 
accurate experience figures. 

A second step to alleviate the im- 
pact of compensation on the reinsurer 
was initiated by General Re more than 
four years ago. This is its rehabilita- 
tion service under the direction of Jus- 
tin B. Harris, secretary. Over that span 
of time, in connection with 26 cases of 
rehabilitation which Mr. Harris regards 
as successful, the company and its 
treaty clients have been able to reduce 
their expected loss payments in those 
instances by a total of $680,629. Mr. 
Harris disclaims total credit for the 
saving. He points out, “This was. the 
result of a lot of team work on the 
part of our claims department and 
particularly on the part of the claims 
people of the 14 treaty companies in- 
volved.” 

However, insurance companies have 
observed that it was General Re and 
Mr. Harris who were responsible for 
getting most of the _ rehabilitation 
programs initiated. 


Justin B. Harris 


HieNATIONAL UNDERWRITER 


Rehabilitation As A Reinsurance 
Service: To Insurer, Patient, Public 


duration, its problem with compensa- 
tion is considerably more acute than 
that of the primary company. To be 
sure, the reinsurer can _ reinsure, 
but it still has to pay its own losses. It 
has to collect enough from the insurer 
to pay the whole bill. 

Mr. Harris spent his first year large- 
ly in getting acquainted with the in- 
surers for which General Re writes 





compensation reinsurance. However, 
even during the first year he was able 
to get 12 plans of rehabilitation for 
injured workmen initiated. The service 
started with a portfolio of 50 cases 
and at the present time has 168. Mr. 
Harris notes that there are those in 
the field of rehabilitation who believe 
it is a panacea for all disabilities of the 
body. They think of it as something 
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resembling a magic wand which, hav- 
ing been waved over the patient, mir- 
aculously and suddenly restores him to 
an independent life. This is not true. 
While there are many compensatory 
abilities that develop after a serious 
disability, the compensatory abilities 
must be generated by the patient’s 
own motivation. Unless he wants to get 
better, he may not. 


Character Is Same 


The injured workman’s character is 
about the same after an injury as it 
was before, Mr. Harris observes. Eith- 

(CONTINUED ON PAGE 50) 
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Mr. Harris started as a claims man 


with Liberty Mutual in 1937. Subse- 
quently he became claim manager at 
Memphis and Peoria and in 1947 went 
to Chicago as manager of the compen- 
sation claims department. In 1951 he 
opened the company’s rehabilitation 
center there and managed it until 
1954 when he was placed in charge of 
medical services for the 20 midwest 
offices. He also continued to super- 
vise the Chicago center. He joined 
General Re in 1957. 


Humanity And Economics 


Rehabilitation is of course an effort 
of great humanitarian value. No cal- 
culation of the effect on insurance 
payments can portray the incalcula- 
ble benefits to human lives and as- 
pirations. But it is also part of the 
answer to an economic problem of 
serious proportions. The uneasiness of 
reinsurers over workmen’s compen- 
sation coverage is well founded. With 
unlimited medical in most jurisdictions, 
it is difficult to determine today and 
calculate as a premium what the cost 
of medicine, doctors, nurses, and hos- 
pitals will be five to 25 years from 
now—or even longer. Since the rein- 
surer gets the bad case, the one of long 
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N.Y. Still Groping On 
Excess Line Regulation 


By JOHN N. COSGROVE 


The New York insurance depart- 
ment’s hearing on its proposed regu- 
lation for excess lines was an echo of 
the 1958 session on the subject and 
revealed that not too much progress on 
this difficult problem has been made 
since that time. 

The new regulation 41 had been 
circulated to all licensed excess brokers 
well in advance of the latest hearing. 
They apparently boned up on the sub- 
ject, for they took dead aim at what 
they consider its weak points. As 
reported last week, their reaction was 
most violent to the provision that any 
violation of the regulation is prima 
facie evidence of incompetency and 
negates their right to continue as 
brokers. 


The specifics of the new regulation 
are best put in focus by relating the 
proposal to the activities of the all 
industry committee formed at the 
behest of then Superintendent Wikler 
at the last hearing. George I. Gross, 
Powers, Kaplan & Berger, was chair- 
man of this unit. 


Review And Comment 


At this month’s hearing, Mr. Gross 
recalled that his group worked unre- 
mittingly for eight months and sub- 
mitted a list of regulatory principles to 
Mr. Wikler at the end of 1958. It was 
understood by Mr. Gross that the 
department’s reaction was favorable 
and that there would shortly be anoth- 
er hearing. However, a change of ad- 
mistration brought Superintendent 
Thacher into the picture and undoubt- 
edly “other problems” precluded a 
further session, Mr. Gross observed. 

Russell Bond, Buffalo broker and a 
member of Mr. Gross’ committee, was 
more blunt about the matter. He said 
that the principles “collected dust in 
the department.” He conceded that 
they had been incorporated into the 
department’s suggested regulation 41 
but he objected strenuously to the 
“cumbersome details” that have been 
added. 

Mr. Bond’s specified objections serve 
to illustrate the high points of the regu- 
lation. He cited section 10 as the most 
objectionable: The provides that in 
event of cancellation of a policy placed 
with an unauthorized insurer, the 
broker must aid insured in getting his 
return premium. Failure of insured to 
receive this within a reasonable time 
will be prima facie evidence of lack of 
due care required of a broker in the 
placement of the risk. This is asking 
the broker to guarantee the insurer’s 
financial integrity, Mr. Bond observed. 
Something might happen to a company 
four or five years after a risk is placed, 
he continued, and it is neither fair nor 
legal to put the burden of guarantees 
on the broker. 


Under Cloud 


Mr. Bond attacked a provision that 
brokers, when delivering a document 
which is not a policy but purports to 
confirm the placement of insurance 
with an unauthorized insurer, must 
make sure that such document bears 
in 10 point bold red type the following: 
“This is not an insurance policy and 
the insurer (insurers) herein referred 
to is (are) not licensed by the state of 
New York and are not subject to its 
supervision.” 

This immediately makes the instru- 


ment “suspect,” Mr. Bond declared. 
Another section of the regulation re- 
quires printing on the policy contract 
in 10 point bold red type a warning that 
the insurer (or insurers concerned) is 
not licensed nor subject to supervision. 
This smacks of something “outside the 
law” to Mr. Bond and he thinks it 
gives the public the wrong impression. 
He advocated that in both of the above 
connections, the wording should be 
positive and state that the insurance 
has been placed under the state’s 
statutes. 

Section five of the new regulation, 
requiring brokers to ascertain facts as 
to financial stability and practices of 
unauthorized insurers, came in for a 
severe raking by Mr. Bond. In the first 
place, he said, he is not a public ac- 
countant. 


Urgency Noted 


He agreed that producers have a 
duty to familiarize themselves with the 
financial status of their companies, but 
he explained that in dealing with cor- 
respondents abroad, the producer has 
no way of knowing with what company 
the business will be placed. It is hardly 
practical to get financial data on a 
company while the customer is waiting 
impatiently for coverage, Mr. Bond 
observed. He indicated that it is the 
practice to get such information after 
placement. 

He also objected to restrictions in 
the regulation with respect to the bro- 
ker collecting expenses incurred in per- 
forming his services for the customer. 
The immediacy of many transactions 
requires phone calls, cables and other 
communications for which the broker 
is entitled to be reimbursed. 

Mr. Bond really warmed up his 
critical task in observing that it is a 
mystery to him why the department 
needs more laws when those now on 
the books are not being enforced. He 
said he knew there were violators in 
the hearing room and that the depart- 


ment probably was aware of their , 


identity. 

This aroused Mathew A. Campbell, 
deputy superintendent who conducted 
the hearing. He asked Mr. Bond for a 
list of such malefactors. Mr. Bond did 
not think it was in his province to fur- 
nish this. 


Suggests Department List 


C. Joseph Danahey, counsel of Grea- 
ter New York Brokers Assn., also 
stressed section five of the new regula- 
tion, requiring brokers to look into in- 
surers’ financial integrity. 

He turned part of the task back to 
the insurance department by making a 
suggestion: The superintendent, in his 
examination of admitted insurers, tac- 
itly approves the reinsurers and co- 
insurers who collaborate with admitted 
companies and, in a sense, approves 
these non-admitted companies with 
respect to reinsurance or coinsurance. 
If a list of the reinsurers and coinsur- 
ers was published it would be a prac- 
tical guide to brokers who find it nec- 
essary to write excess lines to meet 
their insured’s requirements. 

This would seem to be a practical 
aid, Mr. Danahey said. Of course it 
would not limit brokers, who are 
throughly familiar with non-admitted 
insurers, from using other companies 
of this type, but the list would be a 
guide to licensees who do not have 

(CONTINUED ON PAGE 48) 
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Today's Marketing Uncertainties 
Increase The Need For Facultative 


By JAY W. GLEASON 


(Mr. Gleason is president of Illinois 
R. B. Jones Inc., Chicago. He entered 
the business with 
North America in 
1946 and attended 
its training school. 
In 1947 he went 
into the Cleveland 
field for that com- 
pany as_ special 
agent. In 1948 he 
joined U. S. Guar- 
antee of the Chubb 
& Son g-oup at 
Pittsburgh as a 
field underwri- 
ter and in 1953 be- 
came manager of the group’s marine 
and commercial multiple peril depart- 
ments there. He joined Illinois R. B. 
Jones as executive vice-president and 
general manager in 1958, was elected 
a director in 1959 and was named pres- 
ident in 1961. He is a CPCU and past 
president of the Alleghany chapter. He 
is a member of the society’s constitu- 
tion revision committee and chairman 
of the Annals promotion board of the 
north central district of the society.) 
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Much has been written and discussed 
regarding the value of facultative re- 
insurance in the company market. A 
great deal has also been published in 
connection with techniques and sources 
for facultative reinsurance. By and 
large, the real value of facultative re- 
insurance to the specialty broker has 
had scant attention. 

The well informed special purpose 
insurance broker can make great capi- 
tal of the potential of facultative rein- 
surance and, indeed, the professional 
reinsurers are willing to work with the 
specialty brokers in developing a sound 
insurance proposition. If we assume a 
reasonable underwriting proposition 
requiring substantial capacity, the spe- 
cial purpose broker will find real merit 
in having a modest number of friendly 
professional reinsurers who may be ap- 
proached. This is one of several ways 
in which the specialty broker can “put 
a deal together.” 


Greater Need 


With the current uncertain insur- 
ance market and with the continuing 
need for special covers or large capac- 
ity risks, there is a greater need for 
this type of approach than has been 
evident in the past. In our capacity as 
special risk underwriters and brokers 
we find that there is an increasing 
number of requests for “unique ar- 
rangements.” Some of this is brought 
on by the relative rigidity of the ad- 
mitted market and some of it is the re- 
sult of the continuing rate war which 
causes the normal domestic companies 
to hesitate to get into risks of a castas- 
trophe potential. The specialty broker 
can, and by the very nature of his busi- 
ness, is required to develop construc- 
tive coverage programs and unique 
rating techniques. 

If it is conceded that there is a real 
need for the unusual handling of the 
larger risks, it is obvious that there is 
a real place in the business for the 
special purpose broker. Seldom do the 
nationwide brokerage houses require 
this type of assistance as they have 
within their own organizations the un- 
derwriting and placing staff trained 
for operation in this field. However, the 
majority of medium-size brokers are 


not large enough to have a staff which 
can devote itself exclusively to the 
facilities offered in the special purpose 
market. It is a constant and continuing 
study to know what markets are avail- 
able for special covers in various fields 
and to develop a “standing” with those 
markets. 


Job For Specialist 


The specialty house can develop a 
substantial volume of business with 
such markets whereas the direct agent 
or broker usually does not have enough 
business to require frequent associa- 
tion with these markets. In addition, 
through not having to seek out mar- 
kets in this field with any frequency, 
it may be necessary for him to expend 
considerable time in locating the ap- 
propriate market and an _ unusual 
amount of time in actually negotiating 
the risk. Furthermore, through not 
knowing how to approach the given 
market and not having had the experi- 


ence in working up cases for presenta- 
tion to such markets, the chance for a 
successful negotiation is materially re- 
duced. 

By calling upon the unusual talents 
and resources of the professional mar- 
keter, it is usually possible to place a 
line with a much higher degree of suc- 
cess and with a considerable reduction 
in the time involved. It is the business 
of the professional marketer to have 
the proper markets available. 


Will Know What’s Available 


This would consist, first of all, of 
several companies in both the admitted 
and non-admitted fields with whom 
the specialty broker works frequently 
and with whom he has a substantial 
volume of business. He will know what 
treaty reinsurance facilities are avail- 
able to those companies, what types of 
risks are excluded by the treaty and 
the capacity of the market. He will also 
know what regular facultative reinsur- 
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ance markets are available to that 
company and, in general, how to ap- 
proach the underwriter to insure the 
maximum success in the placement. It 
is not unusual for the specialty broker 
to handle the treaty reinsurance for 
one or more of his markets and he may 
even have established certain faculta- 
tive reinsurance connections for that 
market. 


Additional Capacity 


Many of the risks with which we 
deal would exhaust the capacity of the 
usual markets including both their 
treaty and regular facultative reinsur- 
ance connections. It then becomes ne- 
cessary for the specialty broker to bring 
in additional capacity either on a direct 
contributing basis or by way of facul- 
tative reinsurance. This often permits 
a risk to be written on an admitted 
basis where the writing of several con- 
tracts of insurance on one risK may in- 
volve at least a part of its being 
placed in the non-admitted market. In 
effect, tbis system simplifies the han- 
dling of the risk. This is particularly 
true if the issuing admitted company 
can and will agree to make a special 
risk filing with the state in which the 
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risk is located and assumes that the 
state is receptive to this device. 

In addition to knowing what facul- 
tative reinsurance markets are avail- 
able, it is often the case that the spe- 
cialty broker has facultative reinsur- 
ance binding facilities in his own of- 
fice. These frequently are of inestim- 
able value in completing the placement 
of a risk which is highly desirable from 
an underwriting viewpoint. 

The placement of facultative rein- 
surance in the present-day domestic 
market is considerably easier than it 
was several years ago. Professional re- 
insurers have developed their own pro- 
duction teams which are out looking for 
facultative reinsurance placements. 
This makes it considerably easier 
on the specialty broker. It further en- 
ables him to expand on the facilities 
which he already has, and, with a spe- 
cialty firm which is expanding, it gen- 
erates substantial volumes of desirable 
business for the professional reinsurers. 


First-Line Markets 


Since it is the business of the spe- 
cialty broker to develop plans of cover- 
age and rates, the broader the knowl- 
edge of the markets for various types 
of coverage, the better the chances for 
success. Thus, the specialty broker must 
have good first-line markets both on 
an admitted and non-admitted basis. 
These are usually smaller companies 
who still have the maximum flexibil- 
ity in their operations and in their 
underwriting thinking. The specialty 
broker must help those markets in de- 
veloping proper reinsurance treaty 
covers. He then must aid them in de- 
veloping one or two good facultative 
reinsurance sources. He must then have 
his own facultative reinsurance mar- 
kets available with binding and rating 
authority or must have ready access 
to professional reinsurers on the basis 
of an established portfolio of business. 

The success of any special cover 
placement often depends upon con- 
centrating capacity to complete the 
coverage. This is more often readily 
accomplished by the older and larger 
specialty firms as desirable market 
availability is a result of long-term cul- 
tivation of markets. The specialty bro- 
ker has various company connections 
with whom he places a regular run of 
profitable business. Much of this is spe- 
cialized as far as the ordinary agent 
is concerned, but nonetheless it is con- 
sidered the regular run of business as 
far as the specialty broker and the 
specialty company are concerned. The 
specialty broker has also spent a num- 
ber of years developing markets for 
facultative reinsurance to enable him 
to concentrate capacity. 

In addition, many of the professional 
reinsurers are interested in participa- 
tions on large excess liability lines or 
in large property lines, particularly in 
the excess of loss or deductible fields. 
Further, the reinsurers solicit submis- 
sions from the specialty broker, as well 
as the specialty companies, and know 
these are good sources for this type of 
business. 

Obviously, the specialty broker must 
concentrate on the larger risks. It is 
uneconomical to devote the time and 
talent to these techniques when applied 
to small premiums. The specialty brok- 
er must be able to combine and provide 
“the best of both worlds’—a ready 
market for direct placement of unusual 
covers and an effective aid in complet- 
ing the direct placement through the 
use of other primary insurers or 
through the use of facultative reinsur- 
ance. In essence, he must be able ef- 
fectively to start the line and finish 





the line. 
| There are many such markets avail- 
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ciation with an insurer which is getting 
a substantial volume of profitable busi- 
ness from the specialty broker cannot 
be duplicated as an effective “extra” 
in any specialty broker’s market port- 
folio. ° 
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| Congressmen Hold Debate On King Bill 


(CONTINUED FROM PAGE 20) 
ot get) cal benefits or care. “This is not the 
enta. | real case. There are many social se- 
busi- | curity recipients who are not desti- 
tute.” 

He is not prepared to believe that 
“those institutions at local level whose 
place it is to handle such problems 
wil) not give help to the really needy.” 
For that matter, Congress did feel 
something was necessary, Mr. Collier 
pointed out, and thus the Kerr-Mills 
bill was passed, but it was left up to 
the various states to decide on allo- 
cation of the funds. He also noted that 
the Kerr-Mills bill “foreclosed no one, 
which the King-Anderson bill would 
do to people not on social security.” 

Noting that every election year has 
the | prought further liberalization to social 

security, Mr. Collier wondered just 

how much the average young man 
| wants taken out of his pay check to 





have the government administer a 
way of life for him at 65, at age 62, or 
at what point in the future the age 
limit will be reduced again. And as to 
actual cost, he stated that no one real- 
ly knows what would have to be add- 
ed to social security payments to cov- 
) er medical and surgical. 


Questions King Approach 


“We who are opposed to the King- 
Anderson bill are not oblivious to the 
problem but question if this is the pro- 
per approach—whether or not the fig- 
ures being thrown out really portray 
| the situation,” he said. “The states 

have always proven themselves better 
able to handle such problems than 
could be done from Washington. Don’t 
risk the financial stability or the So- 
cial Security Trust Fund on such a 
blanket proposal.” 
- i If the King-Anderson bill is adopted, 
+ | Mr. Collier fears: Inferior medical 
service; bad effect on the actuarial 
stability of the present Social Security 
Trust Fund, and that it would be a 
positive step to socialized medicine in 
this country. 

In his rebuttal, Mr. Pucinski said 
adding surgical and medical to social 
security is in no way a dole, a hand- 
out or charity, since people would be 
paying another %% into the fund. 

To this, Mr. Collier replied that 67% 
of the people who now receive social 
security have already received bene- 
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fits 100% or more than they or their 
employers paid in. As to a remark by 
Mr. Pucinski that those now receiving 
social security would merely be draw- 
ing out the 4%% that they had invested, 
Mr. Collier noted that none of these 
people would have contributed any- 
thing towards the proposed medical- 
surgical bill. 

Mr. Pucinski stirred up the Indians 
by saying that the insurance compa- 
nies are paying out a much larger per- 
centage, for instance, to people who 
paid one premium on a life insurance 
policy and then died. Before a curious 
muttering from the audience could 
gain too much in volume, Mr. Collier 
was able to get in the fact that insur- 
ance policies are calculated on a slight- 
ly different basis than projected social 
security computations based on no ex- 
perience, and at this point Mr. O’Con- 
nor did a bit of moderating. 


Right Of Choice Uncertain 


As to selection of doctors and hos- 
pital facilities, Mr. Collier said that, 
regardless of what is written in the 
bill, there will be no guarantee in the 
future that this right of choice will re- 
main. The problem will eventually be 
compounded, he added; people in 
other countries who once had freedom 
of choice in this matter are now under 
socialized medicine. 

Mr. Pucinski expressed the hope 
that American Medical Assn. and the 
insurance industry would “sit down 
together with the Congress” and try 
to write a bill suitable to all con- 
cerned that will “guarantee against 
any possibility of socialism.” He said 
he would support any language that 
will do this and would be perfectly 
willing to sponsor any amendment that 
would rule out socialism, and he would 
be willing to offer the amendment to 
the ways and means committee or on 
the floor of the House. The ones who 
have been fighting the bill, he said, 
have made no contribution to solving 
it. They are for holding to the status 
quo “when the bulk of America wants 
to move forward.” 

Mr. Collier reiterated that he is con- 
cerned with the Social Security Trust 
Fund. If he cannot see projected the 
long-term cost of a medical care pro- 
gram, he deems it “irresponsible to 
take on a program of this nature.” 
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(CONTINUED FROM PAGE 37) 

with a small portfolio and assists it to 
grow more rapidly than would other- 
wise be possible. 

A fixed proportion of a given class 
as a whole is ceded. If, for example, 
reinsurance is arranged on a 50% ba- 
sis, the reinsurer accepts half of each 
risk, obtains half the premiums (less 
commission), and bears half the claim. 
There is no selection against the rein- 
surer, all business coming to the trea- 
ty and the reinsurer follows the for- 
tunes of the ceding company. This is a 
method which enables the ceding insur- 
er to write larger gross lines through- 
out. 

Surplus Treaty. The ceding company 
is not bound to cede every risk which 
it accepts, but is bound to cede only its 
surpluses of any risks over and above 
the retentions retained for the com- 
pany for its own account. This pro- 
vides for greater elasticity because the 
insurer merely places on the treaty 
any part of the risk which it is not de- 
sired to retain. It follows that if a cer- 
tain risk is wholly retained, there is 
no surplus to place on the treaty. 

If a treaty is arranged so that three, 
four, five or more lines are secured in 
this way (a line being the amount of 
the direct insurer’s retention), the in- 
surer can thus accept automatically 
four or more times the size of his own 
holding, leaving the balance of any 
larger risk to be placed under a second 
surplus treaty or to be reinsured facul- 
tatively. 

Excess of Loss Treaty. This method 
of reinsurance is a distinct system 
which has certain definite advantages. 
It can be used in a variety of ways to 
provide for contingencies not suitable 
for a surplus treaty. It is economical 
in working and involves the minimum 
of labour and extends a special kind 
of protection to the ceding insurer. 

The fundamental difference between 
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Reinsurance Forms And Uses Described 


the excess of loss method and the sur- 
plus method is that there is no pro- 
portionate sharing of risks and the con- 
sequent claims between the ceding in- 


surer and the reinsurer. 

Under an excess of loss treaty an in- 
surer decides the maximum amount 
which it is prepared to bear on any 
one loss, and seeks reinsurance under 
a treaty whereby the reinsurers will 
be responsible for any losses above the 
amount decided upon by the direct in- 
surers. 

There are many types of excess of 
loss treaties, among which are excess 
of line, excess catastrophe, excess of 
loss ratio, and aggregate excess. 

Pooling Schemes. These schemes are 
adopted mainly for catastrophe risks; 
that is, where the happening of an in- 
sured event may involve unusually 
heavy loss, damage, or liability, so that 
the total claims upon the insurers will 
be considerable. All claims may be 
pooled, or the surplus above a fixed 
retention, or an agreed excess of loss 
may be dealt with in this way. Each 
member, in effect, receives back a 
share of his own cessions and a like 
share of the cessions of others, so that 
each is liable for only a comparatively 
small share of a wide spread of busi- 
ness. 


Future Of Facultative 


If the necessary confidence and 
friendship is established between in- 
surer and reinsurer the possibilities of 
facultative reinsurance are tremen- 
dous. 

This method is particularly useful 
where, for prestige reasons, an in- 
surer deems it advisable to write 100% 
of a risk which is too large for it to 
retain. 

For example, an insurer may be of- 
fered all the policies of one insured 
which might involve covering several 
locations for varying limits. The in- 
surer could, perhaps, safely write 100% 
of all except the top location. His in- 
ability to assume the top location 100% 
might result in all policies having to 
be shared with other insurers. The use 
of facultative reinsurance on the top 
location thus enables the insurer to 
write all policies without sharing the 
smaller risks. 


Permits Competition 


Wide use of facultative reinsurance 
enables a smaller insurer to compete 
with larger companies on the bigger 
type of risk. It is, however, invaluable 
to all insurers, large, medium or small, 
for risks which extend beyond the 
scope of the regular treaties of the in- 
surers, or where for one reason or an- 
other insurers do not wish to expose 
their regular treaties. 

Facultative facilities not only assist 
in the handling of risks beyond normal 
capacity, but are also a means of in- 
creasing the local prestige of an insur- 
er as well as its growth. 

An insurer making full use of the 
facultative market often finds that, in 
doing so, he has built up a portfolio of 
business which can subsequently form 
the base of a regular treaty. 

(Reprints of this article are avail- 
able from Mr. Menner for educational 
purposes. ) 


American Road Appoints 
Shwide Planning Manager 


American Road, Dearborn, Mich., 
has appointed Herman Schwide plan- 
ning manager. He had been on the 
company’s legal staff. From 1954 to 
1960 he was with Mutual Bureau. 
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Tytens Discusses Common Market Effects 


(CONTINUED FROM PAGE 34) 
nically important papers are read, but 
no decisions are made. The group forms 
a reinsurance market. 

Comite European des Assurances 
consists of several committees, which 
have studied different questions for 
many years. It holds an annual con- 
gress behind closed doors with a press 
release giving items on the agenda, 
but without any further particulars. 

Credit insurers have an organization, 
but this is a special line not followed 
up by insurers. 

The ocean marine insurers’ group is 
a big one, and its congress is a large 
affair where only those with under- 
writing experiences feel at ease. The 
body does not make any decisions. 
Perhaps some changes may be made 
in this. Reinsurers like to attend this 
meeting and insist on being present 
even though marine’ underwriters 
would like to keep reinsurers and bro- 
kers out. 

Bureau International des Produc- 
teurs d’Assurances et de Reassurances, 
an international organization, holds a 
congress every three years where pre- 
prepared resolutions are acted upon. 
Ordinarily, these are requests from 
insurance and reinsurance intermed- 
iaries for fair play by everyone con- 
cerned in the business plus liberty to 
operate freely anywhere on condition 
that the intermediary attains and main- 
tains a standard of technical ability 
and morality. 


Reinsurance Meeting 


Finally, there is the Rendezvous de 
Septembre at Monte Carlo, where 
reinsurers and ceding companies meet 
annually to thresh out common prob- 
lems. Had reinsurance leaders of the 
world been prepared to build up an 
international union of reinsurers where 
business methods and conditions could 
have been agreed upon, the rendez- 
vous might have commanded a larger 
attendance. The future will tell whether 
reinsurers have been shortsighted by 
not fostering that idea. When the no- 
tion is gaining ground of an inter- 
national control of reinsurance, those 
transacting the business may ultimately 
regret that they have no one being 
selected to defend their interests. 

The common market (which ulti- 
mately may become Europe, U.S. and 
Canada) may have an important impact 
on insurance. Though it is not expected 
that the over-all volume of business 
will increase overnight, one thing is 
apparently certain, that with the pros- 
pect of free circulation of guarantee 
and services, insurance (or claims) 
mindedness may be broadened and 
hence give rise to growth of the total 
premium volume. 

Elementary minded persons would 
have thought that to allow all insur- 
ance operations freely within the geo- 
graphical limits of the common mar- 
ket countries would have been a sim- 
ple matter, since authorizing freedom 
of establishment and of service is 
merely returning to conditions that 
prevailed before 1914. Nationalism 
raised a barrier to the full freedom that 
prevailed. In the meantime, differences 
have grown up, legal and otherwise, 
with each thinking his system is the 
most appropriate. Laws and practices 
would need to be harmonized in the 
countries involved. 

Anyhow, those freedoms come up 
for activation from 1966 onwards only, 
so that there is plenty of time to pave 
the way for the full use of such free- 
doms. Three committees are at work, 
rather more than less behind closed 


doors, viz., Comite European des As- 
surances, B.I.P.A.R., and European 
Control Authorities. There is little or 
no agreement on any point, and as far 
as controls are concerned the view has 
been expressed that the U.S. system 
could form a starting point where no 
uniform rules apply, state to state. But 
a sore point in all controls is the ques- 
tion of non-admitted insurers—how to 
guarantee that all claims be met by 
insurers or reinsurers over which con- 
trol authorities have no legal power? 
An international control topping all 
national controls? 

Thus there is plenty of scope for 
international gatherings when it is 
realized that attempts are being made 
to draft international uniform insur- 
ance conditions. 

As to underwriting results on Con- 
tinental reinsurance, the German re- 
port on the insurance business for 
1960 shows that German fire risks have 
not lessened the worries of reinsurers. 
Dwelling business was better. Crop- 
hail and wind damage were satisfact- 
ory on home business but not on U.S. 
and other business abroad. Third party 
liability was unsatisfactory but auto 
BI showed improvement in Germany. 
Excess of loss was unsatisfactory as 
was auto business from abroad. Avi- 
ation experience was better than in 
previous years. Ocean marine was bad 
due to reduced rates and expanded 
guarantees. This applies to the world 
wide German reinsurance for 1960. To 
my knowledge Germany is the only 
large Continental country where re- 
sults are known this soon. 


No. America Veterans Meet 


Regional units of North America’s 
Quarter Century Club marked its 19th 
anniversary at dinners early in De- 
cember at Philadelphia, Chicago, San 
Francisco and Toronto. With the addi- 
tion of 22 new members this year, 
total membership is now more than 
780 in the U. S., Canada and six 
foreign countries. 
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————————————— == Excess Line Regulation Still Problem 


(CONTINUED FROM PAGE 42) 

complete and minute information. 
Mr. Danahey also urged that each 
cover note and certificate should list 
the percentage of a risk assumed by 

each unauthorized insurer. 

99 John Street, New York 38, N. Y. COrtlandt 7-0060 Henry Abrams, counsel for a group 
of excess brokers, said he found it hard 
to believe he was back in a hearing 
room on the same old subject of regula- 
tion. He recalled that in 1958 he had 
WILLIAM F. DELANEY, JR. urged that the problem be dealt with 
in the legislature. His remarks echoed 


K. J. BIDWELL J. P. HARRISON those of others who consider such reg- 


ulation within the legislative area. 
Notes Fourth NAIC Draft 


Mr. Abrams noted that the fourth 
draft of National Assn. of Insurance 
R a Commissioners bill for regulation of 

etnsurance ontracts excess lines has been completed. He 
thinks it may have been amended to 
take care of dissents by Superintendent 
Thacher, and he suspects that the New 
York regulation may, therefore, es- 
sentially represent dissent. He referred 
to the NAIC measure as a model act 

FIRE CASUALTY . MARINE for enactment by state legislatures. 

Alfred C. Bennett, chief of the de- 
MULTIPLE LINES partment’s liquidation bureau, correct- 
ed him, stating that the fourth draft is 
for states that have no laws on the sub- 
Te Bnoheos ani oe en Aad etary SAREE Sp CER 

Returning to the fray, Mr. Abrams 
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questioned Mr. Thacher’s right to pro- 
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it is a threat to the excess business and 


would create monopoly. It might lead 
REINSURANCE to requests for federal rather than 

Treaty — Excess — Quota Share — Catastrophe state supervision. 

BINDING AUTHORITY WITH ADMITTED REINSURERS FOR Ort Penetrates Question 

FACULTATIVE FIRE AND ALLIED LINES IN ALL STATES Cc. F. J. Harrington, representing 
Assn. of Casualty & Surety Agents, re- 
REINSURANCE MANAGEMENT COMPANY, INC. Maas tie danid shen dn tm 
Charles F. Gross, President fourth draft of the NAIC plan and 
6 East 11th St., Kansas City 6, Mo. urged New York not to adopt any 





regulation until it is acted upon. New 
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York is a “leader,” Mr. Harrington 
noted, and any precipitate action 
would be a disservice to other states. 

One of the more scholarly presenta- 
tions of the day was made by George 
Ort, executive vice-president New 
York Insurance Brokers Assn. He be- 
gan by observing that the spirit of any 
regulation must be consistent with 
that of present law. Regulation 41, in 
his view, is anything but consistent. 
The law (section 122) is permissive, 
recognizes the practical situation in 
the excess lines business and provides 
a way to conduct it. 

On the contrary, the new regulation 
is neither serviceable nor interpreta- 
tive but is unreasonable and in Mr. 
Ort’s judgment “unlawful.” The pre- 
sent law allows for the possibility of 
improvement in the authorized market 
with consequent diminution of activity 
in the unauthorized area. This is ac- 
tually happening, Mr. Ort said. But the 
new proposal is intent on fixing guilt 
for violations. 


General Need 


Mr. Ort put the importance of excess 
lines business in a realistic economic 
framework. He noted that new busi- 
nesses are developing, involving novel 
products with which many underwrit- 
ers are unfamiliar. Buyers today are 
“savvy,” Mr. Ort said. They know what 
they are entitled to and they are quite 
capable of evaluating the terms on 
which they secure insurance. They 
need and should have coverage. 

In the light of these conditions, there 
cannot be “provincial” regulation 
which is blind to demands of the busi- 
ness community. There may be some 
inherent inability in state departments 
to deal with the subject of regulating 
excess lines, Mr. Ort observed: New 
horizons cannot be achieved under 
static conditions. 

He pointed up the unique status of 
the broker in the matter of regulation 
of excess lines. The producer is the 
middleman who bears the entire brunt 
and sustains the penalties, due to his 
position between the companies and 
the insured. Mr. Ort provided the one 
word description that others in the 
room agreed best described the new 
regulation: Punitive. 


Other Broker Views 


Bernard Levmore, a broker, indicated 
his belief that the proposed regulation 
would not cure abuses in the business 
but would probably drive it under- 
ground or out of the state. He advo- 
cated publication of a “permitted list” 
of companies. Mr. Levmore noted that 
export of insurance is an important 
activity and one that it would be fool- 
ish to tamper with at a time when 
President Kennedy is trying to elimi- 
nate nationalism in many phases of 
business. 

O’Neill Cherry, a broker, character- 
ized the proposal as the potential swan 
song of surplus lines. He thinks that he 
and his fellow producers are entitled 
to the same privileges as other citizens 
but does not think these are granted to 
those in the excess business under the 
regulation. Mr. Cherry, moreover, does 
not think that the new strictures afford 
any more relief to customers than they 
already enjoy. He concluded with a 
plea that the matter be submitted to 
the legislature. 

This was put even more strongly by 
Sidney Gaines, who represented sever- 
al brokers at the hearing. He said that 
much of the regulation “is” legislation 
and that the superintendent would be 











XUM 


61 





December 29, 1961 HieNATIONAL UNDERWRITER REINSURANCE REVIEW 


HALLMARK OF PROGRESS 


We live in a time of such rapid 
erowth in knowledge that only 
he who continues to learn and — 
inquire can hope to keep pace, 











let alone play the role of guide. 
We at Leslie H. Gook are con- 
sistently developing new skills. 




















new techniques, and new facil- 
ities for doing things better. We 
believe these forward-looking 
objectives are the hallmark of 
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exceeding his authority in emple- 
menting it. He advocated final dis- 
position of the problem in Albany. 

Despite the barrage of objections to 
the department’s suggested solution to 
control of excess line practices, Mr. 
Campbell and his colleagues on the 
rostrum maintained their composure 
and gentility. Mr. Campbell had in- 
augurated the hearing with the ob- 
servation that he and the department 
were seeking guidance. In this hope he 
was not disappointed—at least on the 
score of volume—though it is prob- 
lematical whether the department will 
follow many of the directions suggested 
by the outspoken producers present. 

Anyone attempting to summarize 
the effect of this hearing which was so 
reminiscent of its counterpart in 1958 
would be hard put to identify any areas 
of sympathy between the regulators 
and the regulated. Half hearted pro- 
fessions of agreement were advanced 
on generalities such as the need for 
“policing” the business. These were 
essentially meaningless, since squabbles 
broke out every time reference was 
made to the specific manner of such 
policing as expressed in the new reg- 
ulation. 


AFIA Advances Collins 


American Foreign Insurance Assn. 
has named Warwich H. Collins, former- 
ly manager for Natal in the Republic of 
South Africa, manager for southern 
Africa. His headquarters will be at 
Johannesburg and he will be in charge 
of member company operations in the 
Federation of Rhodesia and Nyasaland 
as well as the Republic of South Africa. 

Mr. Collins joined AFIA in 1948 


after 20 years with the South British 
Ins. Co. and two years with Queens- 
land Ins. Co. 
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Reinsurance As A Rehabilitation Service 


{CONTINUED FROM PAGE 41) 

er he has courage, or he doesn’t. 
“Tronically, some of the seriously in- 
jured industrial patients we see were 
marginal employes to start with. They 
were unconsciously waiting for an ex- 
cuse not to work, and disability to 
them actually is an invitation to “give 
up. This group constitutes our big 
problem. The ones with courage usu- 
ally make it, with some rehabilita- 
tive help from us.” 


Must Be Realistic 


In setting up the program, then, it 
was important to be realistic and not 
assume that everyone could be reha- 
bilitated, Mr. Harris noted. This meant 
going through all of General Re’s open 
compensation cases and attempting to 
select the most likely candidates, those 
who appeared to have a reasonable 
chance of being rehabilitated. Even the 
selected candidates, however, still rep- 
resented a calculated risk, human na- 
ture being as variable as it is. 

The cases in General Re’s rehabilita- 
tion portfolio fall into three general 
classifications: 

1. Those whose injuries are only a 
few weeks or a few months old, rep- 
resenting 30 to 35% of the total. Be- 
cause the injury is recent, the patient 
has not had time to develop the “in- 
valid complex.” With every serious 
injury, “we try to get out and see the 
injured patient personally as soon as 
the case is reported to us or we learn 
of it some other way.” Mr. Harris 
has found that sitting down and talk- 
ing personally with the injured per- 
son, his doctors, and his family is 10 
times more effective than attempting 
to accomplish anything by mail. It is 
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impossible to get a workable under- 
standing of a case by correspondence. 
Of course this means a good deal of 
travel. 


65% Of Portfolio 


2. Those who have been bedridden 
or totally disabled five to 10 years, 
who make up approximately 65% 
of the portfolio. The invalid complex 
already has set in. These cases do not 
represent a good risk for effective re- 
habilitation. However, they can often 
be restored to a somewhat higher level 
of self care and independence by a 
little change in the medical manage- 
ment of the case. 

3. Those who are unconscious and 
who are likely to remain so on the 
basis of present medical understand- 
ing, though miracle drugs and round- 
the-clock care may keep them alive 
till the end of their life expectancy. 
General Re has a few of this type. In 
this group are those with brain stem 
injuries and those who have been bed- 
ridden so long, as long as 20 years 
perhaps, that their over-all physical 
condition has regressed to the point 
where they can’t respond to rehabilita- 
tion procedures. 

The key to successful rehabilitation, 
Mr. Harris emphasizes, is to get to the 
injured workman early. A rehabilita- 
tion procedure started within a few 
weeks or months of the injury may 
save years of hospital confinement. 
Very often a delay of a year or five 
years means that much less can be 
done. Consequently, the most impres- 
sive humanitarian and economic re- 
sults have been achieved in the first 
category of cases. 

For example, one young man was 
injured so badly that he was almost 
completely paralyzed. Three doctors 
were attending him, and he had 24 
hour nursing care. The annual medical 
cost to the insurer and eventually the 
reinsurer was estimated at at least 
$15,000 per year. Three months after 
the injury, Mr. Harris, accompanied by 
a representative of the insurer from 
the home office and one from the local 
office, visited the patient. After talking 
with him and his nurses for two hours, 
Mr. Harris was convinced that the 
young man was ready and anxious for 
rehabilitation. 


All In Favor 


The orthopedic surgeon said he was 
in favor of rehabilitation but was wait- 
ing for the urologist and family doc- 
tor to initiate a program. The urolo- 
gist indicated he was_ enthusiastic 
about the idea of rehabilitation but 
was waiting for the family physician 
to approve the idea. After waiting in 
the latter’s office for 1% hours, Mr. 
Harris was able to see him. He said 
he had been waiting for the other 
two doctors before releasing the pa- 
tient for rehabilitative treatment. 

After he had interviewed all three 
doctors, the program was immediately 
undertaken. Within a matter of months 
the patient was back in his home and 
today needs minimum assistance. He 
is developing home-bound employment. 
The insurer and General Re were able 
to reduce the medical reserve on this 
case to approximately $3,000 a year. 

Not all cases show such spectacular 
results. But even with the largest sec- 
ond class of cases, procedures can be 
developed that will produce desirable, 
if less substantial, savings than in the 
first group. Here means can be found 
by which the patient can do more 
things for himself and require less at- 
tention from others. The amount of 
restoration of activity is limited, but 
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rehabilitation supplies the patient with 
a greater interest in life, and greater 
independence in his activities of daily 
living. 

For example, a 54 year old para- 
plegic, bedridden for five years and 
requiring round-the-clock nursing, de- 
clined to be moved to a rehabilitation 
center in another city. Mr. Harris 
recommended a rehabilitation center 
in a hospital in the same city, which 
the local claim man did not know 
about. 

The patient is still in the rehabili- 
tation center. But medical and other 
expenses, which had been running 
$25,000 a year, now are $8,000 a year, 
While the patient probably will always 
need institutional care, General Re was 
able to reduce its over-all reserve by 
$96,840. 

In the third category, not much can 
be done in the way of rehabilitation 
until medical science takes a giant 
step forward. However, even in these 
cases it is sometimes possible to re- 
duce substantially medical costs. 

One case was that of a young man 
who has been unconscious as the re- 
sult of injuries sustained in an auto- 
mobile collision five years ago. He re- 
quires constant care. 

Mr. Harris and the insurer’s claim 
man visited the patient. They were 
convinced that the amount and kind of 
care being given him had to continue 
to be given. At that point, Mr. Harris 
arranged a conference with the doctor, 
three nurses, hospital administrator, 
and claims man. 

Mr. Harris cited the terrific medical 
expenses of the case, and said that 
while there was an insurance company 
able and willing to pay for neces- 
sary medical care as long as necessary, 
“nevertheless, like any individual fam- 
ily confronted with a similar problem, 
we should try to figure out means of 
keeping costs within _ reasonable 
bounds.” The nurses agreed to go on a 
monthly contract arrangement instead 
of per diem charges. The doctor agreed 
to the same kind of arrangement. The 
hospital administrator agreed to do 
bulk ordering of some daily supplies 
and reduce room and board charges. 
The result? Annual savings of $5,500, 
which were translated into a reserve 
reduction of $125,359. 


Helping Morale 


Monetary savings are gratifying, but 
even more gratifying is the reward of 
helping to do something for a fellow 
being. Typical of this type of experi- 
ence involves a spinal cord workmen’s 
compensation case of a young man 
who completed a fairly successful pro- 
gram of physical restoration, but be- 
cause of no job possibilities, became so 
depressed mentally that he even con- 
sidered going back into the hospital 
and withdrawing completely from so- 


ciety. By working with the primary in- | 
surer, the company and Mr. Harris | 
developed a completely new vocational | 
training program for this young man. | 
This resulted in his returning to an ac- | 


tive and economically productive life 
again by means of a job that he has 


now successfully held for the past 2 | 


years. There were no particular econo- 
mic savings involved in this case but it 


is an example of the fact that the in- | 
surance industry still operates with a | 


heart as well as a mind. 


Included in this group also are cases | 


on which General Re and Mr. Harris 


are only attempting to hold the line) 


on medical costs and avoid the infla- 


tionary increase, which currently is a) 


rise of approximately 4% a year. To 
that extent, the company is saving 
money. 

The suggestion has been made that 
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all of those workmen injured so badly 
that they are presumably permanently 
unconscious be relocated in a single 
center in order to reduce the costs, 
which eventually the employer and 
then the public pays, and to increase 
the interchange of facts and findings. 
Those in the rehabilitation field believe 
that the latter would facilitate re- 
search. Whether this would lead to 
restoration of such patients to con- 
sciousness is a question, though it is 
pointed out that prior to a few years 
ago medical science was unable even 
to keep them alive. The economics 
of medical care today have made it 
necessary for the medical profession 
and the insurance business to work 
very closely together. 


Third Party Cases 


The General Re’s rehabilitative serv- 
ice, though directed primarily to in- 
jured workmen, does encompass third 
party cases insured under general and 
automobile liability. However, since the 
large majority of these cases involve 
questions of liability that often re- 
quire a long time to settle, only a few 
have come into the rehabilitation pro- 
gram. These have been cases where 
the liability was clear and where the 
primary company decided that a re- 
habilitation program was _ practical. 
This is an area that does have tremen- 
dous potentials, however. 

Mr. Harris spends much of his time 
working with insurer clients of Gen- 
eral Re on cases that will obviously 
never exceed the primary company’s 
retention. It is General Re’s objective 
to make the service available to client 
companies and help them save money, 
though the reinsurer is not financially 
involved. 


Primary Insurers Interested 


In addition, there is a great deal 
of interest and cooperation on the part 
of primary insurers in promoting re- 
habilitation on older cases where they 
have exhausted their retention. Though 
the insurance business on occasion has 
been criticized for not pushing reha- 
bilitation vigorously, approximately 
15 of the major workmen’s compensa- 
tion insurers, writing the bulk of com- 
pensation coverage, themselves have 
established and maintain rehabilita- 
tion programs, several of them of ma- 
jor size. 

Rehabilitation centers, personnel, 
and facilities have grown markedly in 
10 years, Mr. Harris reports. There now 
are approximately 250 fairly compre- 
hensive centers throughout the coun- 
try, and many hospitals have estab- 
lished such facilities. Rehabilitation, a 
humanitarian business, has become a 
big business and a sound business. 


Joins Reins. Management 

Ralph J. Wood has joined Reinsur- 
ance Management Co. of Kansas City 
to head the direct lines department. 
His is assisting Charles Gross, presi- 
dent, in the development of faculta- 
tive fire reinsurance. 

Mr. Wood has been in the direct 
lines business for five years and pre- 
viously was an independent broker. 


GAB Promotes Webb 


C. B. Webb has been named general 
adjuster for General Adjustment Eur- 
reau in the southwestern department 
office. He will devote the major portion 
of his attention to supervision of catas- 
trophe operations. 

Mr. Webb has been with GAB since 
1932 and has been adjuster, manager, 
catastrophe supervisor, and, most re- 
cently, regional manager of western 
Oklahoma. 
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Rodermund Notes How Reinsurer. 


Can Use The Actuary’s Abilities 


(CONTINUED FROM PAGE 40) 
this point among Mr. Otteson’s listen- 
ers. Some thought that what is rein- 
surable has a broader definition than 
Mr. Otteson proposed. 

Might it not be useful, however, for 
actuaries to develop methods by which 
each individual company, or its rein- 
surer, could work out its own expec- 
tancy of normal or abnormal losses? 


, 


N 


NORTH AMERICAN 


Thereby, a measured actuarial proba- 
bility could be added to the factors 
that normally govern decisions on 
sizes of retentions or net lines; a de- 
sirable addition, one would think. 


Excess Of Loss 


Many excess of loss reinsurance con- 
tracts, both property and casualty, are 
written on a so-called experience rated 
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basis. That is, the summation of losses 
in. excess. of the desired retention, inr 
curred ‘during the previous five to 10 
years, is' divided by the total written 
or earned premiums for the same pe- 
riod; and the quotient, a pure premium 
rate, is loaded for expenses and prof- 
it to produce a reinsurance rate. The 
rate is usually subject to a _ stated 
maximum and minimum. 


Based On Past Experience 


This rating method assumes that the 
excess loss experience of the past is a 
reliable indication of what it might be 
in the future. Note that the size of the 
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ceding company, as an indication of its 
stability, is not considered in the ex- 
perience rating formula. Also, the for- 
mula ignores the size and frequency of 
losses in the experience period (a 
large number of relatively small excess 
losses would carry the same weight 
as a smaller number of larger losses 
having the same total). Finally, the 
formula has no answer to the ques- 
tion of unused capacity (how to rate 
the amount of limits provided by the 
reinsurer that have not been absorbed 
by the experience of the ceding com- 
pany). 

Underwriters who apply the experi- 
ence rating formula undoiibtedly are 
aware of these considerations. Rein- 
surance actuaries hope to be able to 
provide refinements that will afford 
underwriters the means of evaluating 
all pertinent rating factors. The at- 
tainment will require study and the 
accumulation of data of a kind and 
quality to make such a study feasible. 


Excess Of Loss Ratio 


Another type of reinsurance contract 
where experience rating is practiced is 
the excess of loss ratio contract used 
most frequently in the property lines. 
For all years in the experience period 
where the loss ratio exceeds the loss 
ratio retention, the dollars of losses in 
excess of the retention are totaled and 
the total is divided by earned premi- 
ums for the period. Again the quotient 
is loaded for expenses and profit, and 
the resulting rate is subject to a stated 
maximum and minimum. Here, too, the 
ceding insurer’s loss ratios become the 
sole determining factor in the reinsur- 
ance rate, without modification on ac- 
count of the size of the insurer or 
the size and frequency of the losses. 
Underwriters recognize this difficulty 
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also, but presently can correct it only 
by the use of judgment factors. 
Actuaries, given an opportunity to 
collect the necessary data and study 
it, might well be able to calculate the 
probability that the loss ratio of an in- 
surer of given size will exceed any 
stated loss ratio by a stated number of 
loss ratio points. Such probabilities 
might become part of the rating for- 
mula, acting as weights against the 
experience indications. Obviously, the 
classes of insurance written and the 
probability of catastrophe windstorm 
losses would have to be taken into ac- 
count, but in any case here is another 


need for actuarial attention. Munich 


Re is occupied with a project along 
these lines. 


A Function Of Premiums? 


Must reinsurance premiums neces- 
sarily be based on direct premiums 
earned or written? In other words, are 
excess losses necessarily a function of 
premiums? At the actuarial society 
meeting the second member of the 
reinsurance panel, Miss Ruth Salz- 
mann, associate actuary of North 
America, suggested that losses incurred 
up to the net retention might be a bet- 
ter exposure base than premiums. This 
suggestion is interesting and the re- 
insurance business can hardly afford 
not to engage in an actuarial study of 
its merits. 

To illustrate the practicality of 
studying losses as a base of exposure: 
Reinsurers are concerned these days 
about the increasing number of their 
customers who write primary cover- 
ages at deviated rates. Where the 
composition of the premium base is 
uncertain, the reinsurance rate is un- 
reliable. The use of losses as an ex- 
posure base might help this situation. 


Treaty and 


Thus an actuary is needed not only to 
participate in studies of the exposure 
base, but also, pending results of such 
studies, to analyze rate filings of his 
clients to determine the proper rela- 
tionship of expected excess losses to 
collected premiums. 


Quotation Variation 


Not infrequently one hears of a vari- 
ety of quotations on a single package 
of reinsurance where the rates vary 
by as much as 500%. This is, the 
quoted rates may run, for example, 
from .2% to 1%. Very likely in such a 
case little experience is available to 
support any kind of quotation, and the 
underwriters are guessing. But 
wouldn’t it be helpful if, as a result 
of actuarial studies and perhaps the 
construction of loss frequency curves, 
the range of quotations could be nar- 
rowed, say, to between .4% and .6%? 

Away from the rating field, the re- 
insurance actuary can provide techni- 
cal counsel to primary insurers that do 
not employ actuaries. Merit rating in 
private passenger automobile insur- 
ance, revisions in excess limits tables, 
modification and broadening of expe- 
rience rating plans in liability and 
workmen’s compensation, experience 
rating in commercial multiple peril 
policies—if these technical develop- 
ments affect their operations, primary 
companies might very possibly turn to 
their reinsurers for help, or at least 
they might if they knew their reinsur- 
ers had someone qualified to give 
help. 

Reinsurance actuaries also can ad- 
vise their customers on ways of col- 
lecting and organizing primary experi- 
ence in such form as to render it use- 
ful to the company as well as to the 
reinsurer. 
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Finally, the reinsurance actuary has 
an important function in the estab- 
lishment of his own company’s re- 
serves for financial statement pur- 
poses. The incurred-but-not-reported 
loss reserve, for instance, is perhaps 
the most important liability in the 
reinsurer’s statement, and it is entire- 
ly a matter of estimation. An actuary 
on the premises should be helpful in 
accomplishing this. 

Reinsurance actuaries hope soon to 
get into the unexplored areas de- 
scribed in this article. Movement in 
that direction, however, must neces- 
sarily be slow. As progress is made, 
they will need both counsel and coop- 
eration from the underwriters, but they 
will also need reinforcements from 
their own ranks. 


Leys Heads Allstate's 
Largest Regional Office 


Robert Leys, assistant vice-president 
Allstate, has been appointed manager 
of the Long Island, 
N. Y., regional of- 
fice at Huntington. 
The Long Island 
office has the lar- 
gest premium vol- 
ume of any All- 
state office. 

Before his trans- 
fer to the home of- 
fice in 1958 to 
head the consumer 
relations group in 
the marketing de- 
partment, Mr. 
Leys had been 
manager of Allstate’s New England re- 
gional office and earlier had been in 
charge of the Carolinas regional office. 


Robert Leys 


ALLY 


X 


- 


= 


INC. 


MAVAUALALALAUALALALALALALZA LAI 


K 


UAT LZALAUALZA ZA 


! 


PARPAPNDNPLRDENDNDADLND. 














Dece 


Spr 
Voi 
Col 


to ga 
one-n 
tests | 
lar O} 
life ¢ 
agent 
the p 

In | 
conte 
merit 
comp 
its OV 
meeti 
tests. 


View 
Th 
agent 


sessic 
A&S 





lent 
ger 


—e, 
ES 
eA 


| 


PEN PRPARPAR 





AL 


AIUALA TALL 


RPARPAND 


FAY: 


ARPERIAND 


NININD, 


L\ 


AAAI ALALALALALAL AL 


December 29, 1961 


Springfield Agents 
Voice Opinions At 
Company Interchange 


(CONTINUED FROM PAGE 21) 

to gain prestige with the company. A 
one-man agency operator felt that con- 
tests give him more incentive. A simi- 
lar operator sees merit in contests for 
life and A&S business. Still another 
agent allowed the contest but gave 
the prizes to the agency girls. 

In sum, 14 of the agents were against 
contests and six felt that they had 
merit. The agents present felt that the 
company should study the question in 
its own interest, since agents not at the 
meeting might be motivated by con- 
tests. 


Views On Auto 


The company was curious about the 
agents’ willingness to attend one day 
sessions to learn more about selling 
A&S; 14 indicated they would attend, 
while six did not vote. 

On the subject of automobile, it was 
asked why the insured gets a duplicate 
copy of the policy instead of the orig- 
inal when machines are involved. Com- 
pany representatives explained that 
with electronic processing, the first 
copy has code blocks needed by the 
company for processing. If this original 
were sent to insured, he would have 
information which would mean noth- 
ing to him while the company would 
be unable to handle the policies. 

The agents wondered if the company 
would consider a higher commission 
on automobile for the first three or six 
months, with a lower return thereafter. 
The company feels that this would 
perhaps encourage switching policies on 
renewal. It might also increase materi- 
ally the “differences” which crop up 
between agents’ and company records 
pertaining to commissions. A uniform 
commission is preferable as far as pro- 
cessing is concerned. 

Of the 20 agents on hand, 18 favored 
single over multiple limits; 18 would 
use a straight deviated policy only, and 
two favored a merit rated policy. 


Budget Plans Unused 


Surprisingly, not a single agent at 
the conference uses any company’s fi- 
nance plan. Most of them use their 
local banks, have their own facility or 
deal through AFCO. Despite this, the 
agents felt that the company must have 
an available plan even though there 
was no need for it among the confer- 
ees. Four of the agents are on an aver- 
age commission program with a com- 
pany, and the remainder of those pres- 
ent indicated interest. 

The agents were asked if a company 
magazine would be helpful. The con- 
sensus was that individual bulletins on 
specific subjects are better, since they 
contain information pertinent to the 
matter at hand. Magazines have irrele- 
vant contents, in their opinion. 

Homeowners was not on the confer- 
ence agenda but was discussed at the 
request of the agents. The business is 
increasingly being diverted to direct 
writers, and one major stock agency 
company has been the principal con- 
tributor to rate reductions. This com- 
pany in many states is writing 3% of 
the fire business and 45% of home- 
owners. Agents fear further commis- 
sion cuts. 

It was suggested that the company 
consider some form of family protec- 
tion plan. This would be a broad home- 
owners plus family auto coverage. On 
homeowners, some agents favored de- 
viation in rates rather than form. 
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Some held out for stable rates rather 
than more coverage. 

Agents reported that among the un- 
derwriting problems on homeowners 
are low value property; low insurance 
to value, and over-insurance. Some of 
the agents indicated that they would 
favor a company that did not require 
applications in connection with home- 
owners. 


Landwehr Is Indicted 


For Insurance Activities 


William B. Landwehr, former St. 
Louis area agent and broker, has 
been indicted by the federal grand 
jury on nine charges of using the 
mail to defraud in connection with 
his various insurance operations in 
recent years. 

Each of the counts relates to speci- 
fic instances in which Landwehr is 
accused of allegedly making false 
representations as to his right to sell 
liability, fire, casualty, auto and 
other types of insurance. The indict- 
ment further charges that in further- 
ance of his various insurance schemes, 
Landwehr organized Farmers & Mer- 


chants Mutual Fire in 1946 and 
caused it to be dissolved in 1950; 
and in 1952 incorporated Standard 


Insurors Inc., and caused its charter 
to be forfeited in 1954. 

Maximum penalty upon conviction 
of mail fraud is five years in prison 
and a $1000 fine on each count. 

Landwehr, according to U. S. At- 
torney D. Jeff Lance, allegedly wrote 
insurance brokers across the country 
that he could handle high-risk poli- 
cies, such as automobile coverage, 
for men under 25 years of age or 
life insurance for elderly persons. 
During the course of these operations 
Landwehr is said to have used sever- 
al fictitious names, including T. C. 
Ward, J. J. Barnaby, William Mc- 
Adams, John McCullough, etc. 

Other Charges Listed 


Other allegedly false statements 
Landwehr is charged with making 
to purchasers of his policies included 
that Farmers & Merchants Mutual 
Fire was authorized to issue auto 
collision and comprehensive loss cov- 
erage, when, in fact, it was never 
authorized to do so; that Standard 
Insurors was authorized to sell poli- 
cies of the Farmers & Merchants 
Mutual covering risks on automobile 
insurance and extended coverage loss, 
when the insurance company had no 
authority to issue such policies; that 
Capacity Inc. was incorporated and 
maintained offices in Missouri, when 
in fact there was no such corporation. 
Also that Capacity Inc. was author- 
ized to issue certificates of insurance 
underwritten by London, American, 
Mexican and other foreign corre- 
spondents. In fact, it is charged, the 
certificates issued by Capacity Inc., 
were not underwritten by any author- 
ized insurance company anywhere. 

Landwehr was convicted July 20 
on a charge of driving a stolen auto- 
mobile from Missouri to Indiana, aft- 
er he had obtained the car by issuing 
a check without sufficient funds to 
cover same. He was fined $2500 and 
was sentenced to serve 30 months in 
prison by Federal Judge George H. 
Moore. He had been arrested April 
14 in Evansville, Ind. He has elected 
not to start serving that sentence and 
presently is in the St. Louis city jail. 

Victor A. Snyder has opened an in- 
dependent adjusting office at 2001 Ri- 
verside, Minneapolis, to handle all 
lines. Mr. Snyder has been an adjuster 
in Minnesota and Michigan for 30 
years. 


Fidelity Bankers 
Life In Acquisition 
Of American F.&C. 


Fidelity Bankers Life is planning to 
acquire the outstanding shares of 
American Fidelity & Casualty through 
a stock exchange. T. Coleman Andrews, 
former commissioner of Internal Rev- 
enue, is president and chairman of 
both Richmond, Va., companies. 

The proposed exchange, already ap- 
proved by both boards, calls for is- 
surance of 1.965 shares of Fidelity 
Bankers Life for each share of com- 
mon and junior preferred stock of 
American F. & C. and 2.065 shares of 
the life company common for each 
share of American F. & C. senior pre- 
ferred. The exchange ratio may be 
subject to minor adjustment in respect 
to changes in assets. 

It is anticipated that American F.- 
& C. will be operated as a subsidiary. 
This company has 189,263 shares of $5 
par common, 140,737 of senior pre- 
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ferred, and 75,000 shares of junior pre- 
ferred. The company has been promot- 
ing auto PHD production written pri- 
marily through its subsidiary, Ameri- 
can Fidelity Fire. In 1960, direct pre- 
miums were down to $6,167,000 from 
$30,884,000, reflecting an amended 
relation with Markel Services with 
which there was formerly managerial 
liaison. At the end of 1960, American 
F. & C. had assets of $55,449,000. It is 
licensed in all states except New York, 
Alaska and Hawaii. 

Fidelity Bankers Life wrote pre- 
miums of $266,613,598 in 1960 and had 
$352,929,220 in force at the year end. It 
has 2 million shares of $1 par author- 
ized, of which 741,362 were outstand- 
ing at the end of 1960. 

The exehange offer is conditioned, 
among other factors, on stockholder 
approval, the filing of registration 
statements, clearance by regulatory 
authorities and obtaining a ruling from 
the commissioner of Internal Revenue. 


Home Mutual of Appleton, Wis., has 
approved plans for a new $1.5 million 
home office in Menasha. Construction 
is expected to begin next Spring. 
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Apartment Form Presents Speculation 


(CONTINUED FROM PAGE 8) 

by continuing satisfactory experience. 

Meanwhile, a rather ironic situation 
has developed simultaneously. In the 
geographic section involved, a good 
deal of the casualty business is written 
by another type of mutual. Their lia- 
bility experience has been so unfor- 
tunate that they have lowered the 
dividend on that class. It is significant 
that the traditional stock companies 
are putting everything in the package 
at a discount, except boiler and ma- 
chinery, presumably with the expecta- 
tion of making a profit on the whole. 

They might be interested in the 
comments of an underwriter with a 
mutual company that has specialized 
in apartment fire and allied lines. This 
underwriter has studied the packaging 
of apartment coverage. In looking over 
the risks on his books which got there 
because they were desirable from a 
fire and allied lines standpoint, he has 
concluded that only 60% to 70% of 
them would be acceptable as liability 
risks, should his company be called 
upon to write them. Moreover, taking 
this percentage would probably bring 
the underwriting profit on the line 
down to the vanishing point or below. 

Under no circumstances can he con- 
ceive of providing liability protection 
for 100% of his risks even though they 
were carefully selected from the start. 
Yet this is what proponents of the 
apartment package propose to do on 
some of their present risks which are 
probably less desirable than those of 
the mutual cited, and on other risks 
which they hopefully expect to write 
because they will be offering economy 
in the package. 


Nature Of Claims 


In the eastern metropolitan section 
mentioned, the mutuals which con- 
centrate on apartment liability cover- 
age are especially fitted to handle that 
line. Their claims policy is realistic 
and they are aware of all the “dodges” 
in connection with accidents on apart- 
ment premises. This experience was 
not gained overnight. These companies 
start with the premise that apartments 
—which are chiefly in urban sections— 
are populated by residents and visitors 
who are sophisticated claimants. 

These companies further realize that 
it is the humdrum losses—not particu- 
lar incidents—which can add up to 
attrition of any profit from liability 
underwriting. Regardless of environ- 
ment in which the apartment is located, 
or how well it is constructed, the hu- 
man element is the important factor 
in liability. Human negligence, the ten- 
dency to sue landlords, and the latter’s 


unsympathetic legal role are all factors 
in incessant liability claims. 

These mutuals, specializing in lia- 
bility, are tough on claims, but despite 
that, some of them have had to lower 
dividends on liability because of un- 
satisfactory experience. 


Fire Record 


One need not look into liability to 
open up some questions with regard to 
profit in writing apartments. A look at 
the 1959 stock company fire and ex- 
tended coverage experience on apart- 
ments without mercantile occupancy 
should provoke sufficient speculation 
about the future—in a package or out 
of it. In that year, the bulk of the prem- 
mium, close to $12.5 million, was on 
brick protected apartments. Direct 
losses incurred were $8.3 million for a 
loss ratio of 66.8. Other loss ratios 
were frame protected, 61.9; frame un- 
protected, 38.3; brick unprotected, 
44.1; fire resistive protected, 56.9; fire 
resistive unprotected (with a negligi- 
ble amount of premiums) 16.4. The 
totals for the class in 1959 were close 
to $22 million in premiums and sligh- 
tly over $14 million in losses for a 
ratio of 64. 

It is interesting to note that in 1960, 
according to preliminary figures of Na- 
tional Fire Protection Assn., there were 
35,400 apartment fires, involving a loss 
of $36.4 million. The only specified 
building classes which exceeded apart- 
ments in total dollar fire loss were 
dwellings and barns. 

The veteran mutual underwriter, 
whose company has preempted a large 
share of good apartment fire business 
in one eastern section, foresees the pos- 
sibility of having to “join the parade” 
with an apartment package, although 
there has been no pressure put on his 
company for liability coverage by eli- 
entile. In his view, there is a distinct 
possibility that casualty will sour the 
entire line. 

The mutuals, which have specialized 
in apartment house casualty and know 
from experience how to deal with 
claims, may do better with the pack- 
age, if they ever start to write it, than 
others, for their realistic claims prac- 
tices would be a defense against the 
suspected weak liability element in the 
apartment package. 

The veteran underwriter bemoans 
some of the current practices in judg- 
ing the qualification of a risk. He sees 
“underwriters” resorting to an “ave- 
rage of acceptance” on the contents of 
packages—not only the apartment one 
but others as well. Whereas each line 
was looked at in depth in the past and 
judged on its merits, he suspects that 
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the package is scanned as a whole—one 
element balanced against another, and 
the risk put on the books if there is 
“balance.” 

This may be the way to underwrite, 
he observes, but if it is, then the 
methods his and other companies used 
for many years must have been “all 
wet,” even though they produced a pro- 
fit most of the time. 

Whenever comment is made on pos- 
sible dangers in packages, some of 
their proponents are outraged, charg- 
ing that the critics are opposed to 
modern ideas. This is wide of the mark. 
Most of the critics are not against 
packaging as a concept. But they cling 
to the philosophy that lines in the 
package should be underwritten and 
the company should get a fair price 
for the product. Until packages have 
produced profits over a_ respectable 
period, the burden of proof is on their 
advocates and the place to look for 
merit in their argument is not in the 
column marked premium volume but 
in the one headed “loss ratio.” 


GAB Has F nal Report 
On Hurricane Carla: 
90% Of Losses Finished 


General Adjustment Bureau’s final 
report on National Board Castastrophe 
No. 27 (more familiarly known as Hur- 
ricane Carla) has been made. 

The bureau notes that more than 
90% of the losses assigned to it have 
been concluded. It is interesting to 
note that 9,556 of the total number of 
losses closed involved “no claims.” This 
is a percentage of 16.98. 

New assignments continue to be re- 
ported at the rate of approximately 
500 per week. Reports with loss esti- 
mates for reserve purposes have been 
or will be sent to GAB companies on 
all open losses before year-end. An 
adequate staff of experienced adjusters 
is being retained for clean-up work. 

GAB notes that with the task almost 
completed, public recognition is finally 
being given to the industry for its ef- 
forts in the fulfillment of its obliga- 
tions. This is reflected in an article 
from the Dallas Morning News head- 
lined “Insurance Chairman Explains 
Payment Of Hurricane Claims” and 
which quoted Thomas C. Ferguson, 
chairman of the three-man state 
board, quite extensively. 

Mr. Ferguson states that ‘We have 
examined more than 500 complaints 
and we have not found any cases 
where the people were misled. In fact, 
the board believes the insurance com- 
panies lived up to their obligations 
very well and they are entitled to 
some commendation for their ‘concern 
and efforts to alleviate some of the 
hardship situations caused by the hur- 
ricane.” 

He also noted that the industry has 
already paid 110,000 claimants more 
than $55 million. 

The much-discussed water damage 
matter was also discussed by Mr. Fer- 
guson. He said, “Any type of flood 
water or tide water, whether: wind- 
carried or not, is not insurable. You 
can’t buy that type of insurance any- 
where in the United States. It’s not 
practical for either the insurance com- 
pany to sell or the peopie to buy be- 
cause it’s too expensive for both.” 


Surety Association of Pittsburgh 
has elected John Howe of American 
Surety president, Otis E. Thompson of 
Aetna Casualty vice-president, Thomas 
B. Carmichael of Great American treas- 
urer, and William E. Boyd of Mary- 
land Casualty secretary. 
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North American Re 
Appoints Harrell 


J. Kirby Harrell has joined North 
American Re as claim manager. He 
will be available for consultation to 
the ceding companies of the organiza- 
tion. 

Mr. Harrell began his career in 1937 
with Employers Liability in New Or- 
leans and subsequently became super- 
intendent of claims in Shreveport. In 
1943 he returned to New Orleans as 
superintendent of the Gulf regional 
claim department and in 1945 he was 
transferred to San Francisco as super- 
intendent of the Pacific Coast claim 
unit. Most recently he has been assist- 
ant regional claim superintendent of 
the New England department of Em- 
ployers Liability. 


La. Court Bars Mutual 
Cover On State Lines 


Louisiana supreme court has held in 
a majority opinion that a public agen- 
cy’s purchase of mutual insurance is in 
violation of the state’s constitution. The 
ruling came in the case of Public Hous- 
ing Administration vs Housing Auth- 
ority of City of Bogalusa and affirmed 
a lower court’s finding. 

In late 1959, the 22nd judicial circuit 
court of Louisiana held that purchase 
of mutual coverage was not in viola- 
tion of the state constitution. This was 
reversed last April by the first circuit 
court of appeals, the ruling now sus- 
tained by the supreme court. 

The latter observed that purchase of 
mutual protection is equivalent to sub- 
scription to the capital of a mutual and 
that this is contrary to the constitu- 
tional provision which bans any parti- 
cipation by the state or its political 
subdivisions in the ownership and op- 
eration of a private enterprise. The 
court bolstered its position by noting 
cases involving the liability of a mu- 
tual policyholder to pay the full pre- 
mium or premium note after his in- 
surer is insolvent. 


Maryland Casualty Names 
Birmingham At Chicago 


Maryland Casualty has named James 
W. Birmingham production manager 
at Chicago. He joined the company in 
1955 as a special agent in Cleveland. 
In 1956 he was transferred to Colum- 
bus and in 1959 he became a field 
supervisor at the home office. 


Harruff, Diehm Specials 


For Indiana Lumbermens 


Ronald J. Harruff has been named 
by Indiana Lumbermens Mutual as 
special agent in northern Indiana. Be- 
fore joining Indiana Lumbermens, he 
was for two years a fire underwriter, 
and for two years a field representa- 
tive for another company. 

James L. Diehm has been appointed 
special agent in Michigan for Indiana 
Lumbermens Mutual. He has been a 
partner in an agency in Nashville, Ind. 


Wis. CPCUs Name Officers 


Wisconsin chapter of CPCU has 
elected Henry H. Bush Jr., Madison, 
president; Thane O. Malmstone, Stan- 
dard Accident, vice-president; Wil- 
liam D. Hoppenjan, National Fire, se- 
cretary, and Roy L. Born, Allstate, 
treasurer. 

Canadian Federation of Insurance 
Adjusters has scheduled its 5th na- 
tional conference for June 6-8 at Mon- 
treal. 
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1961 Losses Rise 


(CONTINUED FROM PAGE 1) 

again this year. In 1960 they lost more 
than $10 million on a contract bond 
volume of something more than $30 
million. For 10 years, the reinsurance 
market has done poorly on contract 
bonds, showing in no year of the period 
more than a three point underwriting 
gain. 

Fidelity is bad and getting worse. 

Workmen’s compensation is cum ci, 
cum Ca. 


Worse Than 1960 


Even so, over-all operations for a 
few of the larger professional rein- 
surers may be slightly in the black 
though they are certain to be worse 
than 1960 for almost everyone. The 
smaller fz cilities are still having their 
problems with losses and high ex- 
penses. 

In general, the increased capacity 
and keener competition for brokerage 
business is blamed for the marked 
activity in the brokerage field with 
respect to account shifting, commis- 
sion changes, limits changes, and ot- 
her activities. Most of the new markets 
in the business are seeking business 
from brokers. 

One veteran reinsurance executive 
believes that the days ahead will be 
tough for insurers and reinsurers alike. 
Competition is raging at the primary 
level, with rate reductions, special 
plans, and narrower margins. He feels 
that at the reinsurance level it is too 
bad the companies are basing their 
competitive fight, some of them, on 
price alone, which tends to throw ser- 
vice out the window. His word is cau- 
tion and watch everything more closely 
than ever but particularly those in- 
surers that aren’t quite sure of what 
they are doing. 


More Selective 


Whether the increase in American 
reinsurance volume is to some extent 
being diverted from London (and 
other foreign markets) cannot be deter- 
mined. Lloyd’s, after two or three years 
of fairly poor experience on American 
business, has become somewhat more 
selective, though this tends to be on 
the non-reinsurance business. The 
underwriters there are still providing 
plenty of competition. 

On brokerage business, Lloyd’s pays 
2.5%, without gradation by size. This 
is on quota share, with some treaties 
developing millions. On excess of loss, 
where the dollar volume is consider- 
ably less, London pays 10%. In the 
U.S. the custom generally for rein- 
surers doing business with brokers has 
been to pay 1% on quota share and 
5%, or somewhat more where neces- 
sary, on excess of loss. 

It is reported that as of Jan. 1 
Lloyd’s will quit paying fronting fees 
to insurers that reinsure a risk 100% in 
that market. The fee customarily has 
been 1%, on top of the 2.5% brokerage 
commission. 

The reinsurance business is roughly 
divided into two areas, brokerage (done 
mostly with London, though the smal- 
ler U.S. reinsurers use this source 
since they tend to follow the London 
pattern of taking small parts of many 
risks and thus getting spread), and 
the non-brokerage business, consisting 
mostly of the large U.S. reinsurers. 
Some of the newcomers in the Ameri- 
can market are reported to be paying 
more than 2.5% for quota share busi- 
ness and certainly more than the 1% 
which American reinsurers have been 
accustomed to paying in the past. 

The really professional brokers 
(some of them are said to be not) are 
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For Reinsurers 


respected in the business and perform 
a useful function. They do a lot of 
things but basically provide marketing 
for risks that would otherwise have 
trouble getting placed—the big ones, 
the hazardous ones. 

Reinsurers (Lloyd’s and U.S. com- 
panies) are asking more questions to- 
day. They are doing more fact check- 
ing. This reflects an increased caution. 
Apparently they can get in trouble 
from lack of information just as can 
the insurer. Yet a few brokers in the 
reinsurance and excess fields, know- 
ing that they can in these days of 
increased competition find markets 
that take risks or pieces of risks with 
no questions asked, will favor such 
markets. This procedure is less trouble- 
some and even less expensive (to the 
broker). Some even get impatient when 
the reinsurer asks questions—and take 
the business elsewhere. 

It is believed that at least a few of 
the several primary companies that 
recently have entered the reinsurance 
business in a professional way will 
stay in. Now and then in former years, 
some insurers went into reinsurance, 





as well as surplus and excess, but after 
a time pulled out again. This was partly 
because of the tendency to enter rein- 
surance after its results had been 
good for a while—long enough to at- 
tract competition. But by the time they 
began to develop a volume of business, 
the results changed, grew worse, hit 
the off cycle, and they got out. 
Reinsurance is not an easy business 
to succeed in. There is plenty of com- 
petition in it. It has its own pitfalls. 
It requires its own particular talents. 
It also takes hard work, a lot of travel- 
ing, and the ability and energy to keep 
on top of the facts that go into the 
underwriting pattern. The kind of 
talent required is not over-plentiful. 
Also, because insurance as a whole 
remains to a degree cyclical in charac- 
ter—good experience, bad experience, 
rising rates, improved experience—the 
insurer that expects to take advantage 
of this pattern to develop volume has to 
move in ahead of the cyclical improve- 
ment and perhaps even before the 
down cycle has quite spent itself. It is 
not easy to assess the situation accur- 
ately and determine precisely the best 
time to move. For reinsurers this tim- 
ing is even more difficult because it is 


Specialists in 
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behind the experience of the insurer 
and is subject to somewhat different 
loss patterns. In addition, relationships 
of insurer and reinsurers tend to be of 
longer duration than those of insurers 
and insured. Reinsurance business for 
the most part does not move as much 
or as quickly. 

Consequently, it is more costly to 
move in and out of the reinsurance 
field and those who enter it should be 
pretty certain they are going to stay. 


No Novel Notions 


Although there is increased compe- 
tition, the professional reinsurance 
executives do not anticipate the deve- 
lopment of new ideas. A few showed 
up several years ago—sliding scale and 
a combination of quota and spread loss, 
for example. But they have moved 
across and off the stage. The market 
presently seems inclined to stick to 
fundamentals—quota share, excess of 
loss, spread loss. 

In fact, though a while back there 
was a trend from quota share to excess 
of loss, observers report that this has 
pretty much died down. One executive 
believe the reason for this is that ex- 
cess is not a real underwriting cover. 


REINSURANCE 


Treaty and Facultative covers 


Lloyd's and Large Domestic Reinsurers 


Special, individualized counselling, 
as Brokers or Consultants 


Facultative binding facilities 


ILLINOIS R.B. JONES Inc. 


(. REED CLOON 


Chairman 


175 West Jackson Blvd., Chicago 4, IIl. 


JAY W. 


GLEASON, C.P.C.U. 


President 


Telephone WAbash 2-8544, Teletype CG 1301, Cable Address: JONESSON-Chicago 











56 REINSURANCE REVIEW 


Basically its function is to act as a 
shock absorber. It gives the primary 
company a guaranteed no-higher-than 
this loss ratio. 

But it also means the insurer has 
the same retention on everything. The 
underwriter can’t use his experience 
and judgment to take more of this and 
less of that. Use of excess implies that 
the company makes all its money on 
investments. It does not make for 
sharp, detailed, risk-by-risk under- 
writing. It over-emphasizes accounting 
and other expense savings. Maybe it 
saves the expense and maybe it doesn’t. 
It is likely, he believes, that the ex- 
pense of detailed accounting and 
underwriting for reinsurance purposes 
by way of treaty was due to misman- 
agement, downgraded staff, etc. Under 
excess the primary company pays more 
of its losses than under treaty and may 
pay all of them in any given year. 


Package Still A Problem 


The business is still tussling with 
the problem of how to deal with pack- 
ages. Insurers are wondering how to 
reinsure them. The public and insti- 
tutional property forms and _ other 
new packages include fire, liability, 
burglary, and glass. Fidelity is creep- 
ing in. 

Consideration is being given to de- 
vising a master reinsurance cover un- 
der which the reinsurer would accept 
the business on the basis of retentions, 
line by line, which the primary com- 
pany used before the advent of pack- 
ages. This would tend to continue the 
underwriting the company has been 
doing. Certainly each individual risk 
still has to be underwritten. 

Also, the packages have led insurers 
to assume more risk than they are 
accustomed to, and this is still a 
problem as it was when it began to 
crop up for the first time two or three 
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years ago. Everyone wants to be like 
Hartford Fire. But when the primary 
insurer starts assuming gross lines 
much larger than it has been taking, 
and the ratio between gross and net is 
stretched too far, it is asking for trou- 
ble. Yet to compete in today’s market, 
the agent of the small company has to 
have the same accommodation as the 
agent of the giant. So the pressure is on 
to get into trouble. More of this is due 
as the package policy program expands 
in the commercial field. 


Facultative Markets 


Reinsurers do not expect to be much 
affected by the development of several 
new markets for facultative businesses. 
Traditionally, facultative has been used 
to protect the underwriter’s treaties 
and has tended to be a dumping ground. 
One example of such business is the 
small company whose president re- 
cently bragged about writing a risk 
for more than $1 million. He kept 
$5,000 and sent the rest to the rein- 
surers. 

There is some indication that when 
life insurance people get into the fire- 
casualty area through an all lines 
grouping, they look at reinsurance 
somewhat differently than the fire- 
casualty insurers and reinsurers do. 
The life people are inclined to regard 
reinsurance purchasing as they do the 
purchasing of supplies, rather than as 
only one phase of a relationship which, 
because of its long term nature, re- 
quires a good deal of confidence, 
trust, respect, and patience—as well as 
money. Reinsurance requires a good 
deal of give and take. It is the means 
by which small insurers have grown, 
some of them to be larger or very large 
indeed. In many companies the presi- 
dent handles the reinsurance or keeps 
a close personal eye on it. Many exe- 
cutives of medium sized and smaller 
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companies rely on the reinsurance 
underwriter for over-all underwriting 
guidance. 


Does More, Knows More 


This is natural, since the reinsurer 
(and the professional broker) sees, 
analyzes, and is in constant informa- 
tional relation to a very much larger 
proportion of the entire insurance 
operation than the individual company 
official can hope to be. Often the rein- 
surer knows more and understands 
better the pattern of an _ insurer’s 
business than its own _ executives. 
Some reinsurers know as much about 
the insurer’s loss trends as the insurer, 
since they have men constantly ex- 
ploring the files of clients watching for 
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sleeper claims and losses—little ones 
that can get big and hit the reinsurer, 

One aspect of competition in rein- 
surance was noted by a reinsurance 
company executive recently—jet air 
travel. More and more cities are get- 
ting jet plane service, and many of 
them are getting more frequent flights. 
This means that the reinsurance exe- 
cutives, who have always done a lot of 
traveling, can do more and do it fur- 
ther. They can make more visits with- 
in the U.S., coast to coast. They are 
making more trips to Europe and to 
Central and South America. One exe- 
cutive recently decided on short notice 
to go to England and the Continent. In 
10 days he made 38 calls, buying and 
selling. 





Treaty Excess Can Be Real Service To Insurer 


(CONTINUED FROM PAGE 32) 

for an excess of loss cover is calculated 
at a rate percent of the reinsured com- 
pany’s premium income for the class 
or classes of business reinsured. If 
such premium income is small, there 
will frequently be a minimum pre- 
mium. Some few excess of loss covers 
are written at a flat premium rather 
than being on a rated basis. 

The term “premium income” can 
mean either “written” or “earned”. If 
premium volume of the reinsured com- 
pany is stable from year to year, it 
makes little difference whether the re- 
insurance rate is applied against writ- 
ten or earned premium income. How- 
ever, if premium volume is expected 
to fluctuate widely over a period of 
several years, the use of earned pre- 
mium income will produce a reinsur- 
ance premium more in line with the 
reinsurer’s exposure to loss. This is 
true because most excess of loss covers 
are written to apply on a “losses oc- 
curring” basis (losses which occur dur- 
ing the currency of the contract) 
rather than to losses which occur on 
policies jssued during the currency of 
the coriract. 


Loss Cost Rate 


While the setting of a rate for cat- 
astrophe covers is largely a matter of 
judgment, where so-called working 
covers are involved, it is customary to 
calculate what the “loss cost’ would 
have been had the cover been in force 
for the past several years. The “loss 
cost” is the ratio of losses to the cover 
related to the premium income of the 
reinsured company. This “loss cost’ is 
used as a starting point only. It should 
be emphasized that there is no mathe- 
matical formula which by itself is en- 
tirely adequate for rate making pur- 
poses. With working covers, losses are 
frequent and of moderate size, and the 
amount of indemnity is not large. Thus, 
some weight can be given to use of a 
mathematical approach. This is not 
true of catastrophe covers where losses 
are apt to be infrequent but very large, 
or where a high level excess cover is 
involved which has never suffered a 
loss. 

Rates are generally on a net basis, 
and there is no allowance or commis- 
sion to the ceding company as is usual 
with pro rata treaties. Flat net rates 
are used for many excess of loss cov- 
ers, especially those where the catas- 
trophe element is predominant. How- 
ever, with working covers, written 
over a low retention, it is not unusual 
to find that rates are subject to adjust- 
ment based upon loss_ experience. 
There are a number of ways in which 
this adjustment can be made. The two 
most widely used are, first, the sliding 
scale method where the actual rate 
fluctuates between a minimum and 
maximum, depending upon the “loss 


cost,” and, second, the profit or con- 
tingent commission method. 

Regardless of the rating method used, 
the objective is to produce a premium 
which both parties feel is fair and 
which, while not guaranteeing a pro- 
fit to the reinsurer, nevertheless gives 
it a reasonable chance to make a pro- 
fit. With today’s intense competition 
between reinsurers for business, it is 
unlikely that many excess of loss cov- 
ers are written at excessive rates. 
Rather, it seems likely that because of 
the inflationary bias in our economy, 
present rates, especially those for third 
party liability and workmen’s compen- 
sation, will be found to have been on 
the low side when all claims are in 
and settled. 


Time-Tested Form 


Treaty excess of loss is a time-tested 
form of reinsurance. If properly de- 
signed and tailored to meet parti- 
cular needs, it will fit well into a 
company’s over-all reinsurance struc- 
ture. The professional reinsurance 
market in America has written this 
form of cover for many years and is 
thoroughly familiar with its use under 
present day conditions. By keeping in 
close touch with current underwriting 
problems of primary writing com- 
panies, and by providing an admitted 
market with expanded capacity, pro- 
fessional reinsurers are in a unique 
position to be of real service to the 
insurance industry. 


Chicago Casualty, Surety 
Managers Elect Fred Miller 


Fred A. Miller, resident vice-presi- 
dent Royal-Globe, was elected presi- 
dent of Assn. of Casualty & Surety 
Managers of Chicago at the annual 
meeting. 

P, J. Lynch, resident vice-president 
Standard Accident, was elected vice- 
president; Harry T. Helton, manager 
American Surety, secretary-treasurer, 
and William A. Eakin, western de- 
partment manager Employers group, 
assistant secretary-treasurer. 


Safety Unit Names Crawford 


Insurance Institute for Highway 
Safety has named James M. Crawford, 
North America, chairman to succeed 
Dwight M. McCracken, Liberty Mutu- 
al. Mr. Crawford, Mr. McCracken and 
Albert E. Spottke, Allstate, will serve 
on the executive committee in 1962, 
with Mr. Crawford as chairman of that 
unit. 

Staff members of the institute were 
reelected and members of the govern- 
ing board were reappointed. 

North American Re has placed its 
advertising account with the Abrams, 
Clement & Bogue agency, New York. 
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John S. Bickley Is 
Named President Of 
Insurance Teachers 


(CONTINUED FROM PAGE 1) 
is founder and chairman of Insurance 
Hall of Fame. 

During the first day of the meeting, 
committee reports were presented and 
discussed. Some highlights among the 
reports included: 

—The committee on_ institutional 
memberships, with E. J. Faulkner, 
president of Woodmen Accident & Life, 
as chairman. The committee reported 
that during the past year the total of 
institutional memberships was 180. The 
unit recommended that membership 
efforts be intensified among property 
insurers, \.hose memberships are few- 
er than among life and health insur- 
ance companies. 

—Membership committee, Mr. Black, 
chairman, reported that its efforts in 
1961 were devoted to associate mem- 
berships in a special drive, in which 
committee members made_ personal 
contacts. In addition, a total of 7,395 
mailing pieces were sent out to various 
lists. Added during the year were 210 
associate members, 169 of whom were 
directly traceable to the drive. 

—Committee on National Assn. of 
Independent Insurers awards for Jour- 
nal of Insurance articles, C. Arthur 
Williams Jr., University of Minnesota, 
chairman, reported that its selections 
would be announced in January. 

—Insurance _ statistics committee, 
Theodore Bakerman, Duquesne Uni- 
versity, chairman, reported that wheth- 
er or not the 1963 census of business 
will be expanded to include insurance 
agents and brokers depends largely on 
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the support of the industry. The last 
time this group was included was 25 
years ago. 

—Committee on a “Casebook in Life 
Insurance,” under Dan M. McGill, 
Wharton School of University of Penn- 
sylvania, chairman, operating under 
a $5,000 grant from Million Dollar 
Round Table for financing such a book, 
announced the selection, previously 
made by MDRT, of Professors Black, 
Jack C. Keir, American College, and 
Sterling Surrey, Northwest Missouri 
State College, to prepare the book and 
the tentative preparation to date of 
cases in the areas of product develop- 
ment (family insurance plan), under- 
writing practices (blood pressure stud- 
ies), settlement options, disability in- 
come, investments, reinsurance, debit 
insurance, surrender values, agency 
systems, regulation, and financial re- 
ports. A target date of January, 1963, 
has been set for completion of all cases. 


Insurance Management Courses 


—Committee on insurance manage- 
ment courses, under Mr. Long, reported 
that it had held activity in abeyance 
pending the report of the special com- 
mittee on curricular concepts and that 
it recommends awaiting aggressive ac- 
tivity until such time as the report of 
the curriculum committee has received 
full distribution. The report has been 
distributed to American Society of In- 
surance Management and the insur- 
ance division of American Manage- 
ment Assn., with an invitation to com- 
ment. 

—Public relations committee, Rob- 
ert W. Osler, president of Underwriters 
National Assurance of Indianapolis, 
chairman, reported that during 1962 
some steps should be taken to broaden 
the committee’s activities. 


Wallach In Sales Post 
Of Consolidated Mutual 


Consolidated Mutual has appointed 
Franklyn Wallach divisional sales 
manager of the New York City area. 

Mr. Wallach, who joined the com- 
pany in 1938 and left to go with Gen- 
eral Fire & Casualty for almost 20 
years, returns to take charge of sales 
activities in connection with Consoli- 
dated Mutual’s expansion into the fire, 
automobile and A&S markets. 


Eye Warsaw Pact Change 

WASHINGTON—Interagency Group 
on International Aviation held a hear- 
ing here to hear views of representa- 
tives of airlines, aviation insurers, and 
others on whether the U. S. should 
withdraw from the Warsaw Conven- 
tion or ratify a revision in that pact 
to double the present limit on airline 
liability to $16,600. The group is com- 
posed of representatives of State, Com- 
merce, and Defense Departments, and 
of Federal Aviation Agency and Civil 
Aeronautics Board. It will make its 
recommendation to the Secretary of 
State. 

National Assn. of Compensation 
Claimants Attorneys wants an in- 
creased limit or no limit. Represent- 
atives of scheduled airlines appeared 
in favor of retaining the limit, as did 
Associated Aviation Underwriters and 
U. S. Aviation Underwriters. 


Frank D. Bell HI has joined the 
Porter general agency of Columbia, 
S.C., as manager of the casualty de- 
partment. He has been special agent 
for Seibels, Bruce & Co. for several 
years and before that was with Canal 
as specialty underwriter. 
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Fire Policy Pays When 
Insured Dies Intestate 


Vernon Mutual Fire, a Wisconsin 
town mutual, was not permitted to 
avoid liability on the theory that title 
to certan property had been assigned 
without its consent by a probate court 
in a case in which the named insured 
died intestate and there was a fire 
subsequent to his death. The case is 
reported in 10CCH (Fire & Casualty) 
1146. 

In 1954, Vernon Mutual issued to 
William Loomis and “legal represent- 
atives” a three-year fire policy on 
farm buildings. William Loomis died 
intestate later in 1954. 

In 1956, fire destroyed a barn and 
two sheds covered under the policy, 
causing damages of $9,100. The heirs- 
at-law filed proof of loss with the in- 
surer which refused to pay on the 
ground that there was no coverage be- 
cause title to the property had been 
assigned to the heirs-at-law by the 
probate court, without the insurer’s 
consent and contrary to the terms of 
the policy. 

The trial court found for the 
“heirs.” On appeal, the Wisconsin su- 
preme court dismissed the insurer’s 
contention that the probate court de- 
cree constituted an assignment of title 
without the insurer’s consent and held 
that the title, irrespective of the de- 
cree, became the heirs’ by operation 
of law. The high court observed 
that where the words “legal repre- 
sentatives” appear in fire policies, 
whose forms are prescribed by sta- 
tute, they include heirs, devisees and 
legatees. Accordingly, the high court 
affirmed the judgment against the in- 
surer. 


57 











Reinsurance 


AGENCY INC. 


141 W. JACKSON BLVD. 
CHICAGO 4, ILLINOIS 
WABASH 2-7515 


Service beyond the (reat 


Charles (0. P9llock- 


PRESIDENT 

















58 REINSURANCE REVIEW 


U.S. Aviation Group 
Elects Van Hoven 


United States Aviation Underwriters 
has elected Woodrow J. Van Hoven 
president and a director to succeed Al- 
bert J. Smith, who will continue as a 
director. Mr. Van Hoven has been ex- 
ecutive vice-president for the last two 
years. 


Union And Palatine Run Off 


The business of Union Assurance and 
Palatine of the Commercial Union- 
North British group is being allowed to 
run off, and the two companies are 
being absorbed into Commercial Union 
of New York. 


Government Held Liable 


Federal district court at Pittsburgh 
has ordered the federal government to 
pay $345,000 to the widow and daugh- 
ter of Jack Levin, Pittsburgh business 
executive who was killed in the 1958 
mid-air collision of a Capital airliner 
_and a Maryland National Guard jet 
airplane near Brunswick, Md. 
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The court awarded $245,000 to Mrs. 
Levin and $100,000 to a daughter, 5. 
An additional $6,000 was awarded for 
funeral expenses. 

Previously the U. S. appeals court at 
Washington, D.C., had held the govern- 
ment liable in the accident because the 
pilot of the National Guard plane did 
not exercise proper care. That action 
was taken in three other suits for dam- 
ages arising from the airplane collision. 


Losses Down, Amount Up 
New York Board reports that in its 

territory in November, fire, EC, and 

sprinkler leakage losses totaled 704, a 


. decrease of 40.8%, but that the amount 


involved increased 27.4%, to $3,562,- 
950. For the 11 months the number of 
losses was 11,829, a decrease of 34.9%, 
and the amount was $30,077,089, an 
increase of 5.2%. 


Ohio Casualty group has installed 
a new electronic processing system 
comprised of a combination IBM 1401 
and 7070 magnetic tape operations. 
Preparations for the installation have 
been in progress for nearly two years. 
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Many Fire Forms And 
Rules Changed In Ark. 


LITTLE ROCK—Arkansas Inspec- 
tion & Rating Bureau last week an- 
nounced a number of revisions in rules 
and forms and introduced the deferred 
loss payment clause (Form 62) in con- 
nection with its farm property sched- 
ule. This clause, an optional endorse- 
ment carrying with it a 20% reduction 
in farm fire rates applying to buildings 
provides that in event of loss or dam- 
age caused by fire in which loss ex- 
ceeds 60% of the amount of insurance, 
the company shall withhold from its 
initial payment any sum in excess of 
60% of the amount of insurance car- 
ried, the balance to be paid to the in- 
sured if he repairs or replaces the loss 
for the same use and occupancy within 
12 months from date of the fire and 
at or within 300 feet of the original 
location. If the building is not repaired 
or replaced within the time and in the 
manner specified, the initial payment 
of 60% of the amount of insurance 
becomes the full and final settlement 
of the loss. 


Special EC Endorsement 


The bureau also introduced a build- 
er’s risk special EC endorsement (Form 
754) which provides optional “all risk” 
perils for buildings under construction 
except for a few specifically named 
categories, are eligible. The rules re- 
quire the 100% contribution clause 
for property damage coverage or in- 
surance to full value under the com- 
pleted value form of reporting form 
builders’ risks. 

Replacement cost endorsement 
(Form 198) was revised so that per- 
manent machinery, fixtures and equip- 
ment, eligible to be written under the 
building item and at the building rate 
under general rules, may now be in- 
cluded in the coverage. Heretofore, 
replacement insurance was available 
only for buildings. In an exception to 
the replacement cost rules, all con- 
tents owned by and contained in build- 
ings owned and principally occupied 
by federal, state or local governments, 
educational institutions or hospitals 
not operating for profit, and churches, 
may be written on a replacement cost 
basis. Also, the rules provide that the 
requirement for actual repair or re- 
placement of the damaged property 
“on the same premises” may be waived 
in the case of these governmental, ed- 
ucational, hospital, or church institu- 
tions. 


Replacement Cost Cover 


Replacement cost cover may now be 
written with the 80% contribution in- 
stead of the 100% clause as formerly 
required. However, the foundation and 
underground exclusion clause has been 
eliminated from the revised form. 
Rates for the coverage are the 80% 
or higher contribution building or con- 
tents rates, as the case may be, which 
would apply under the general rules 
if the replacement cost endorsement 
were not attached. 

Earnings insurance (Form 919) was 
revised so that it now tracks closely 
with the format of present gross earn- 
ings form and now may be written at 
the 80% contribution clause building 
rate rather than the gross building 
rate as formerly. 

A number of other time element 
forms and rules also were revised. 
Form 914, contingent business interrup- 
tion for contributing property, was re- 
placed by two separate forms, namely 
Form 914 for contributing properties 
and form 914-A for recipient proper- 
ties, both being changed editorially to 
follow as closely as possible the provi- 
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Aetna Casualty Grads 
Given Success Formuia 


A practical formula to help the new 
agent establish himself in the business 
was outlined for 
graduates of the 
Aetna Casualty 
sales course by 
Charles B. Soucy, 
Salem, Mass,, 
agent, who spoke 
at the graduation 
dinner in Hartford. 

Mr. Soucy, who 
was graduated 
from the course 
in 1953, said that 
in most cases, 
younger agents 
will begin their selling activities in the 
individual or family lines. 

The class was led by Donald G. 
Demmon of Vallejo, Cal. Other blue 
ribbons for high scholastic standing 
went to Robert E. Dalton of Brossburg, 
Pa.; John W. Pennington, Newark; 
J. Hyatt Brown of Daytona Beach, 
Fla.; William W. Weeks, Los Angeles; 
Lawrence A. Applestein, Baltimore; 
and Milton E. Kinnecom, North Kings- 
town, R.I. 

Gold ribbons for demonstrating out- 
standing soliciting techniques were 
won by Mr. Brown, John F. Work- 
meister Jr., Cumberland, Md., and Mil- 
ton V. Stenseth Jr., Denver. 





Charles B. Soucy 


Cites Procedure 


“Select a plan particularly suited to 
the prospect’s needs and that you 
think will be most attractive to him, 
utilizing some of the newer forms of 
coverage. If you can sell your pros- 
pect on this and impress him with your 
professional competence while doing 
it, your next move is clear,” Mr. Soucy 
advised. 

The agent should follow up by ask- 
ing the client to let him review existing 
policies. The agent can almost invar- 
iably find needs that are not covered, 
and quite often can save the client 
money as well, by using the survey 
system. 

Once the agent has gained his 
client’s confidence, he should become 
his advisor on other matters that are 
only indirectly related or even unre- 
lated to insurance, Mr. Soucy declared. 

After the agent becomes more active 
in business lines, Mr. Soucy said, he 
should seek to establish similar per- 
sonal relationships with businessmen 
and corporate officials with whom he 
deals. 


Jackson Joins Royal-Globe 


J.J. Jackson, comptroller of London 
& Lancashire, has been named an as- 
sistant comptroller of Royal-Globe. He 
joined London & Lancashire in 1950 
as a casualty underwriting trainee. 
After serving in several capacities, in 
1958 he was appointed comptroller of 
Safeguard and branch comptroller of 
London & Lancashire with supervision 
of the accounting and data processing 
divisions. He was elected comptroller 
of Safeguard in 1960. 





sions of the direct gross earnings busi- 
ness interruption form. 

Tuition fees insurance (Form 712) 
was written to make its language 
conform as far as possible with direct 
BI forms. The rules now provide that 
the buildings or structures to be cov- 
ered must be specifically named in 
the form, and all tuition fees rates for 
insurance covering more than one fire 
division must be published by the bu- 
reau. 
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A&S FACT BOOK: 


—_—_— 


More Insured, More 
Kinds Of Coverage 
Available Than Ever 


Health insurance in the United 
States covers more people in more 
ways than ever before, according to 
the newly-published 1961 edition of 
the source Book of Health Insurance 
Data. 

The 80-page book, the third annual 
edition published by Health Insurance 
Institute, states in its opening chapter 
that the American public, during 1960, 
continued to secure “more adequate 
protection for itself against health 
care costs by broadening the base of 
its health insurance protection. 

“For example, 92% of those with 
hospital expense protection also had 
protection against surgical expense. 
Over 66% of those insured against 
hospital expense were also protected 
against regular medical expense.” 


Other Coverages 





Other insurance coverage details, as 
of the end of 1960, included: 

—Hospital expense plans covered 
nearly 132 million persons, a 3.2% in- 
crease over the year before. 

—Surgical expense plans covered 
more than 121 million persons, a 3.5% 
rise. 

—Regular medical expense plans 
insured 87% million persons, a 6% 
increase. 

—Major medical expense plans in- 
sured over 27 million persons, a 26% 
increase. 

—Loss-of-income plans covered 
over 42 million wage earners against 
loss of earnings. 

The book also said that at the end 
of 1960 there were some 1,300 volun- 
tary insuring organizations providing 
Americans with health coverage, in- 
cluding 819 insurance companies, 78 
Blue Cross plans, 69 Blue Shield plans, 
and over 300 other health care plans. 


$5.7 Billion Benefits 


The source book said these organiza- 
tions paid a record total of $5.7 billion 
in benefits to insured persons during 
1960, an increase of 82% over the 
1955 figures. 

The book also includes the informa- 
tion that nearly 23 million persons 
were admitted to non-federal short- 
term hospitals in the United States 
during 1960, and that the public, on a 
per capita basis, paid $110 for medical 
care, $5 more per person than in 1959. 
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NAIA Steering Unit Reiterates Position 


GAB Appoints Hearn 
Assistant General Mar. 
For Pacific Coast 


General Adjustment Bureau has 
named Alex E. Hearn assistant general 
manager of the Pacific Coast depart- 
ment at San Francisco. 

Born in London, Mr. Hearn joined 
the old Pacific Coast Adjustment Bu- 
reau at Portland in 1930. He was sub- 
sequently transferred as branch man- 
ager to Medford, Ore.; Chico, Cal., and 
Boise. In 1952 he returned to the Port- 
land office as branch manager. 

Mr. Hearn was promoted to regional 
supervisor in Oregon in 1957 and in 
1959 was promoted to executive man- 
ager in the departmental office. In ad- 
dition, he performs the duties of de- 
partmental castastrophe executive. 

He is a past most loyal gander of 
Blue Goose at Boise. 


Zurich Establishes A 
Phoenix Branch; Names 
James Emery Manager 


Zurich has established a branch in 
Phoenix, which will report directly to 
the head office in Chicago. James V. 
Emery, sales representative in Phoenix 
since 1959, becomes branch manager. 

The office, located at 116 South Cen- 
tral Avenue, will supervise Operations 
for Arizona. Reason for the change is 
to centralize in one office the responsi- 
bility for the rapidly increasing busi- 
ness in Arizona. The office has a staff 
of 11 and provides full sales, under- 
writing and claim service. 

Mr. Emery joined Zurich in 1948 as 
an underwriter at Los Angeles. He 
became sales representative in 1949 
and was transferred to Phoenix in 
1956. Prior to serving with Zurich, Mr. 
Emery was employed by New Amster- 
dam Casualty and by Liverpool & Lon- 
don & Globe. 


Allstate Names Six 


Allstate has made six appointments. 
Thomas A. Creekmore Jr. and Tru- 
man E. Dorough, become district sales 
managers at Dallas; John H. McKen- 
nell is named accounting division man- 
ager at Toronto; Waldren D. Habish 
district sales manager at Denver; Ro- 
bert M. Wolf personnel manager at 
Milwaukee, and Arlie J. Hughes un- 
derwriting manager at Sacramento. 

Secretary of Agriculture Freeman 
has revealed that the Federal Crop In- 
surance Corp. program will include all 
risk coverage on peanuts and expan- 
sion of peach crop protection. The 
peanut program affects counties in 
Virginia and North Carolina and the 
peach coverage is extended to sections 
in Georgia and Arkansas. 

Pennsylvania has amended its in- 
surance law to require domestic fire 
mutuals to accumulate the full un- 
earned premium reserve not later than 
the year end on all business in force 
on that date, except assessable policies 
where no cash premiums are payable 
in advance. 

North America’s home office build- 
ing is being sandblasted as part of a 
facelifting process in line with Phil- 
adelphia’s program of urban beautifi- 
cation. 

Mrs. Corinne C. Lundgren will retire 
Jan. 9 after 30 years with the Texas 
Board. She has been director of the 
miscellaneous lines section of the 
board. 


(CONTINUED FROM PAGE 1) 

ings of group fire and casualty cover- 
age have been made in a number of 
states. 

Hayne P. Glover Jr. of Greenville, 
S. C., vice-president, was chairman of 
the meeting. All the other members 
attended, as did several staff members. 


Motor Club 


William E. Webb Jr., Statesville, 
N. C., member of the committee, re- 
ported on his investigation into the pos- 
sibility of a national motor service 
club. After getting in touch with a 
number of insurers, Mr. Webb reported 
progress. He is pursuing the matter 
with the companies. 

Eben Learned Jr. of Norwich, Conn., 
chairman of the advertising commit- 
tee, reported more participants than 
ever in the Big I. The idea of a 1962 
protection week is catching on. James 
R. Mathews, director of NAIA adver- 
tising and public relations, reported 
that the idea of coordinated advertis- 
ing planned endeavor is catching on 
with the companies. Valmore Forcier, 
NAIA advertising coordinator, said 
there is growing enthusiasm for the 
Big I campaign. 

The idea of each agency unilaterally 
negotiating with its companies an 
amendment to its contracts requiring 
the companies to furnish borderaux of 
his business should be explored fur- 
ther, Richard B. Elliott of Richmond, 
Va., chairman of the agency manage- 
ment committee reported. This is par- 
ticularly important if the agent is us- 
ing a special auto policy, which makes 
it more difficult for the agent to 
catch up with the business with re- 
spect to records of the business. 

Donald W. Perin Jr. of Alex- 
ander & Co., Chicago, a member of the 
executive committee, had recom- 
mended reestablishment and revision 
of the list of large lines agents, orig- 
inally published in 1953, put up in 
such a way that it can be revised from 
time to time. The committee agreed to 
this. 


To Revise List Of Agents 


Sale of NAIA’s automated account- 
ing manual exceeds 1,600 copies, Ar- 
thur F. Blum of Rockaway Park, N. Y., 
reported. This is in addition to 1,000 
distributed at Dallas. His committee 
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plans to discuss such accounting with 
some of the agency companies to de- 
termine how agency and company au- 
tomation can be harmonized without 
duplication of effort. 


To Sponsor Safety Contest 


Assn. of Casualty & Surety Compa- 
nies has agreed to sponsor again the 
NAIA highway safety award contest, 
with six local board awards and three 
state association recognitions. The cas- 
ualty group also will make available 
soon, for free, a revised version of the 
Agents of Safety booklet, Stanley W. 
Greaves of River Edge, N. J., accident 
prevention committee chairman, re- 
ported. 

Others reporting included Milton R. 
Cheverton of San Diego, John H. 
Hemphill of Painesville, O., chairman 
of the executive committee, Maurice G. 
Herndon, Washington manager, Mor- 
ton V. V. White, Allentown, Pa., federal 
liaison director, George J. Margraff of 
Philadelphia, chairman of the finance 
committee, and President Cooper Cub- 
bege of Jacksonville. 


Crum & Forster Has New 


Broad Excess Coverage 


(CONTINUED FROM PAGE 1) 
$25,000 deductible. Limits of up to 
$5 million are available under the 
CCL. 

The new form provides broadened 
coverage including personal injury, 
damage to property of others, includ- 
ing care, custody or control, protec- 
tion on an occurrence basis; and cov- 
erage world-wide. The CCL is de- 
scribed as broader, in many respects, 
than the usual umbrella type policy. 


Form Now Available 


The form, now available in all field 
offices, will be written only upon ap- 
plication. Processing will be handled 
in the company’s special risk division 
under the direction of Thomas F. Shee- 
han, assistant vice-president. Mr. 
Sheehan emphasized the advantages to 
the local agent of a domestic, admitted 
insurer as a market for excess cover. 
These include ease of communication 
and reduced costs in the form of 
charges, taxes, and stamping fees. 
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